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Economic Brief with Respect to the Proposed 
Milk Marketing Agreement for the 
San Diego, California, Marketing Area. V 


Introduction 


The proposed marketing agreement for the San Diego 
Marketing Area is intended to increase returns to producers 
supplying milk to the area, in accordance with the policy of 
Congress as stated in the Agricultural haanatmert Act. The 
principal methods by which it is proposed to accomplish this 
purpose are: 

aL he classification of milk according to use. 

2. The fixing of minimum prices which handlers shall 

| pay for milk sold in each. class. 

Oo. The payment of uniform prices to producers selling 

to nal een oc 

The economic basis for the proposed marketing agreement 


is set forth in detail in the following pages. 


1/7” See Part IV for discussion of the marketing area,. 
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The Economic Hmergency with Respect to 
Milk Producérs in the Area Which 


Supplies Milk to the San Diego, California, 


Marketing Area. 


Seen cattintatiieees iin od pn ad 


Normally, the entire fluid milk supply of San Diego, Galifornia, 
is produced in the county of San Diego, California. Considerable quanti- 
ties of cream are supplied by producers located in the Imperial Valley, 


Imperial County, California, and in times of unusually heavy 


demand, in 


relation to supply, both cream and milk are drawn from surplus supplies 


in the Los Angeles production area. 


From’ 1929 to 1933 the prices received by farmers in California 
for milk sold wholesale declined from $2.56 per hundredweight to $1.30 
per hundredweight, or 43.3 percent. (See Table 1.) In 1954 the prices 
of specified dairy products were lower than in 19°9 by the following 


percentaces: * 


' Galifornia farm price of butterfat 50.3 percent 
Califomia farm price of butter 48.2 percent 


California farm price of milk sold 


wholesale 39.9 percent 


In comparison with the above large percentage declines in the 
prices of dairy products, the index of prices paid by farmers for’ com= 
modities bought declined to a considerably less extent, i.e. from 153 
in 1929 to 109 in 1933,8/ or a decline of 28.8 percent. Moreover the 
index of prices paid by farmers for commodities bought increased to 
123 in 1934, which was only 19.6 percent below the 1929 level, while 
the California farm price of milk was still 39.9 percent below the 
1929 price. Thus there was a marked decline in the purchasing power en 
milk sold wholesale by farmers during tule period 1929-1935, since the 
farm price of milk sold wholesale was relatively much lower than the 


prices paid by farmers for commodities bought, and, in 1934 


? 


Phe wactease 


in the purchasing power of milk sold wholesale which might have resulted 
from the inerease in the farm price of such milk was largely offsct by 
the increase in prices paid by farmers for conmodities bought. 


Data for the year 1935 indicate a greater increase in the .pur- 
chasing power of milk sold wholesale than that waich occurred in 1934, 
but the Califormia farm price of such milk was still 25.7 percent below 


a enn a ——— 


a This is an-index which represents the United States average of prices 
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Table 1, 


Average prices per hundredweight received by farmers 
for all milk sold wholesale in the United States and 


California, and the United States index of prices paid 


by farmers for commodities bought, by years 1929 - 


1935, and by months 1935. 


1929 
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1952 
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United States’ index of 
prices paid by farmers 
for commodities bought 
(Augs1909-July 1914 = 100) 
Percent 


153 
145 
124 
107 
LO9 
125 
125 
126 
127 
127 
127 
L2? 
127 
126 
125 

x) 
123 
122 
122 


Compiled from reports of the Bureau of Agricultural Economics 


a 


the 1929 level, whereas the index of prices paid by farmers for commod- 
ities bought was only 18.3 percent below the index of such prices in 
1929. 


During the period 1929-1933 there was a marked decline in the 
gross income from milk produced on farms aond-in the cash farm income 
from dairy products sold in the United States and likewise in the State 
ereCelifornia. in ee the gross income from milk produced on farms in 
the United States was $2,322,553,000; in 1933 it was $1,262,054,000, a 
decline of 45.6 Seent in the four year period. Im California the 
gross income from milk produced on farms declined 41.2 percent during 
this period. (See Table 2.) 


The 1935 cash income from dairy products sold from farms in the 
‘United. States was 46.5 percent below the.cash income from this source 
in 1929. In California the decline in such income from 1929 to 1933 
was 41.4 percent. (Seé Table 3.) 


In California the gross income from milk produced on farms in 
1934 had shown some increase but wis 35,4 percent less than in 1929. 
Likewise the cash income from dairy” products sold from farms was 35.8 
percent less than in 1929. 


The foregoing facts and considerations dcomonstrate conclusively 
that, in the State of California, there was a marked decline, during” 
the period 1929-1933, in (1) the prices received by producers for milk 
sold wholesale, (2) the purchasing’ power of such milk, (3) the gross 
income from milk produced’ on farms’, and (4) the cash income from dairy 
products sold from farms. According to available data for the years : 
1934 and 1935 there was only partial recovery in such prices, purchas— 
ing power and income, 


@ 


ae 


Table 2. Gross Income frori milk produced on farms in the 
United States and California, and percentage de- 
cline from 1929 in such gross income, .1929-19354. 


United States a eS S ~ Galifornia 

Year -Percent decline: ; percent decline 

: Gross Income .:fran 1929 __- + Gross Incotie. s. from 1929" 

: 1,000 Dollars: ; 1 (O00 sp os ars : 
1929 =: 2,322,553° ‘+ # 107 ,427 -~ 
1930 + “e , OS05805 : 12.6 : 98,714 : Sek 
L9SL 1,614,394 : oD Pas) : 83,074 : Papa af 
1932 : 1,260,424 : 45.7 : 69,395 : 3D e& 
1933 1,262,554 : 45.6 : 63,168 : 41.2 
1934 3 1,421,253 : CloIts: . 69,398 : 30 e& 
Compiled from reports of the Bureau of Agricultural Economics, Division 


of Crop and Livestock Estimates. 
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The Importance of Dairy Farming as an 
Agricultural Enterprise in the Aroa which 
Supplies Milk to the San Diego Marketing Area, 


The inportance of nilk production as an agricultural enterprise 
in California is indiccted jn TaD Les: eee ‘* 


Milk production is an important agricultural cntorprise in the 
“country asa whole. | In 1929 the cash incone from: dairy products sold 
from farms’ was 18.0 percent of tho cash income from sales of all agri- 
Cultural products from farms in the United States. (Cash incone fron 
milk ‘sold from farms in California during the years 1929-1934 varied 
from 14.0 pereont to 18.2 percent of cash income from all fam 
products. 


The fluid nilk Supply of San Diego is produced mainly in San 
Dicgo County, in which county dairying is an inportant agricultuml 
enterprise. The county agricultural agent of S:.a Dicgo County stated 
at the hearing held Deecmber 18, 1934, with Tespect to a proposed 
license for nilk for the’ San. Diego sales area, that the average value 
of total production of agriculture] Crops annually in San Diego County 
Was approxinately $15,000,000, ana biet. obo% 


Was estinated that je 
10 and 12 percent of this incone was obtained fror: dairy products. 


The San Diego Metrcpolitan Area is the third largest netro-} 
politan area in the State of California, being excecded only by the 
Los Angeles and San Franc isco-Oakland areas. 


Such being the case, activity directed tow 
of prices to producers and financial returns 
the area supplying milk to tho San Diego M 
and necessary to offectunte the policy of 
Agricultural Adjustment Act. 


ard the enhancenent 
fron milk production in 
arketing Area is warranted 
Congress as stated in the 


3/ “A.A.AY Docket No. L246) pT G7 


Pay 
PART LIE 


Coryparison of thc Prices Specificd in the Proposed 
Varkoting Agreenont for the San Diego Marketing Area 
with Parity Prices for Milk, in the Say Diego Merketing Area. 


Scetion 2.of the Agricultural Adjustment Act, as amended, states 
that it is the declared policy of Congress "(1) Through the exercise of 
the powers conferred upon the Secretary of Agriculture under this title, 
to establish and maintain such balance between the production and con- 
surption of agricultural cormodities, and such noarketing conditions there- 
for, as will roestablish prices to famers at a level that will give agri- 
cultural cormodities a purchasing power with respect to articles that 
farmers buy, cquivalent to the purchasing power of agricultural cormod- 
ities in the base period: and, in the case of all commodities. for which 
the base period is the pre-war period, August 1909 to July 1914, will 
also reflect current interest payments per acre on farm indebtedness 
secured by real estate and tax payrients per acre on farm real estate, as 
contrasted with such interest payments and tax peynents during the base 
period. The base period in the case of all agricultural commodities 
except tobacco and potatces shall be the pre-war period, August 1909- 
July 1914. In the case of tobacco and potatoes, the base period shall 
be the post-war period, August 1919 - July 1929." 


In section 8c of the Agricultural Adjustment Act, as amended, it 
ig provided that: "In connection with the making of any narketing agree- 
nent or the issuance of any order, if the Secretary finds and proclainis 
that, as to any cormodity specified.in such marketing agreement or erder, 
the purchasing power during the base period specified for such cormodity 
in section 2 of this title cannot be satisfactorily determined from 
available statistics of the Department of Agriculture, the base period, 
for the purposes of such marketing agreement or order, shall be the pos t- 
war poriod, August 1919 - July 1929, or all that portion thereof for which 
the Secretary finds and proclaims that the purchasing power of such conm- 
nodity can be satisfactorily determined from available statistics of the 
Department of Agriculture." 


In the case of milk produced for sale in the San Diego Marketing 
Area, available statistics in the Department of Agriculture with respect 
to the August 1909-July 1914 base period are inadequate for the proper deter- 
mination of the purchasing power of milk during said base period. Parity 
prices for milk scld by producers to handlers in the San Diego Marketing 
Area have been determined, therefore, from available statistics of the 
Departnent of Agriculture with respect ta the post-war period provided 
by the act, which statistics are for the years 1920-1928 inclusive. The 
parity prices, per pound butterfat, so determined for Class J] milk, are 
shown in Table 4. Such prices indicate that the prices specified in the 
proposed marketing agreement for the San Diego Marketing area are within 


Table 4. 


; Index of index of ; Price per pound butterfat 
prices paid + seasonal of Cines IT nilk 
vean 1 by farmers. + varintion Prices : Parity edjusted for 
and : for cormod- - Pacific paid 1 ; seasonal variation 
month itics bought; tates : 
; Percent Percent Cents : Cents 
average : : 
1920-1928 : 101.42/ 
1930 gle par SRM Ths OREO 
1931 (gern) O1..0 79.4 
1932 Bi s0 79-20 68.5 
1933 68.9 60.0 69.9 
1934 iia 61.0 (85 
1935 : 1 ae t 65.0 ¢ 80.1 
January : 4 Oe0 LOL 66 66.0 62,0 
February : 8052 LOL60 Ole 82.1 
March : 2052 100.4 EAS, 81.6 
April ; 80.2 ‘90. 67,0 80,7 
May : 80.2 98.0 O70 79.7 
June : 80.2 O77 ea 66.0 7940 
oUuhy : (240 V7.8 64.0 78.9 
August 7960 99.1 64.0 79.4 
September ivews 100.4 64.0 acres 
October Clot 10168 64.0 CDeo 
November ees LOBe0 64.0 79.7 
Décenber REM 102 0 64.0 = 79,7 
1936 
January 10156 : 
February LOee : 
March : 100 64 
april : 99.8 : 
May 98.0 4 
June O7 62 4 ; 
July 97.8 : ; 
August G9 ok : : 
September 100 .4 ‘: 
October 101.3 : 
Novenber . LOS. OL ys 


Decenber 


ee Rh arc thds Oe eee, Se ee ee eee ee 
rices taken from Bureau of sgricultural Economics reports. 


, 


SAN DIEGO, C..LIFORNIA: 


ie eiciee Toon bas 


2/ Calculated from prices appearing in the University of COLIC OPNIO. Eerie 


Experiment Station 


102,0 


Index of prices paid by farmers for 
cormoditics bought, index of seasonal 
variation, actual and parity prices 

er pound butterfat in Class I nilk, 
delivered f.c.b. city, average 1920- 
1928, by years 1930-1935, and by 
nonths, 1935 and 1936. 


Bulletin 514, page 112, 


we TO” 


the parity limit as required by the Agricultural Adjustment Act, as 
amended. 


As of December 1935, the mest recent date for which figures are 
available, the parity price per pound butterfat, fi osbe Clty, in Cinesss 
milk, as determined for the San Diego Marketing area, Was 79.7 cents. 


‘eee Sule: 
Part IV 


The Character of the Commerce in Milk 
in tne San Diego Marketing Area. 


The San Diego Marketing Area, as defined by the Proposed Market- 
ing Agreement is as follows: "... . all the territory embraced. within 
Ce) the corporate limits of the cities of San Diego, National City, Chula 
Vista and Coronado, and each of them, (2) the school districts of La Mesa- 
Spring Valley, Lemon Grove, and the city of San Diego, and each of them, 
(3) the unincorporated districts known as Kensington Park and Talmadge Park, 
and each of them, and (4) the United States Military Reservations of Point 
Loma, and North Island, and each of them, all in the county of San Diego, 
State of California." (See Figure 1.) The population of the cities in the 
marketing area, according to the 1930 Census, was as follows: 


San Diego 147,995 
National City Cao 
Chula Vista Sooo 
Coronado 5,425 


Other territory included in the marketing area adds several thousand 
more population. The total population of the marketing area, nowever, is 
extremely variable due to the influx of tourists at certain seasons of the 
year and the frequent visits of a large part of the United States Fleet. It 
was stated at the hearing held December 18, 19354 with respect to the proposed 
milk license for the San Diego sales area 4/, that the population of the San 
Diego Metropolitan Area fluctuates as much as thirty to forty thousand within 
a year. When the Fleet is in the harbor the population of the area is in- 
creased by aporoximately 16,000. The numver of tourists during the winter 
months is frequently as high as twenty to twenty-five thousand. 


The proposed marketing area is the city of San Diego and contiguous 
urban areas whith sre served predominantly by dealers located in San Diego. 
Milk distribution by these dealers extends beyond the boundaries of the 
districts indicated, but in such instances the predominant source of supply 
is from local producer-distributors. Out of a total population of 209,659 
in San Diego County, according to the 1930 Census, approximately 181,000 
resided in the proposed marketing area. 5/ The 1934 estimate of the popula- 
tion of San Diego proper was 160,100, and of the county, 225,000, The only 
incorporeted cities in San Diego County not included in the proposed market- 
ing area are Escondido, populetion 3,421; Oceanside, population 3,508; La 
Mesa, population 2,513; and Hl Cajon, population 1,050. 


The interstate movement of milk and milk vroducts to and from the San 
Diego Marketing Area, is largely confined to manufactured dairy products, 
chiefly evaporated and condensed milk and butter. Certain distributors elso 
supply deiry products to the population and visitors in resort towns across 
the international boundary in Mexico. 


4/ A.A.A. Docket No. L-46, p. 54. 
5/ A.A.A. Docket No. L-46, p. 46. 
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Domestic exports of milk and other dairy products through the 
port of San Diego. during the years 1933 and 1934 are shown in Table 5. 
The largest items of export in 1934 were 19,231 gallons of milk and 
cream, 444,288 pounds of condensed and evavorated milk, 79,620 pounds 
of butter, and 62,131 pounds of cheese. 


Peo necanmieal reporter the Port Director of the Harbor Department, 
City of San Diego, shows that, for the fiscal year Jilly ‘T,° 1933 -' June 
30, 1934, 366 art of eee atl milk were shipped 
to San meee from other Pacific Coast ports, most of which Was shipped 
from the port of Seattle, “Washington. 


~The following information was supplied by the Chief Clerk of the 
Atchison, Topeka and Santa Fe Railroad at San Diego, taken from the re+ 
cords of that railroad: During the 3-month, period October —- December 
1934, 187,730 pounds of butter, and 44,487 pounds of cheese were received 
at San Diego:from the State of [dae Menta Orne? ion has been made avail- 
able from the same source to the effect that approximately fonty vone, ot 
butter per month move into San Diego in less. than carload lots from States 
oer. than Ce an eee oc 


‘The Officer in Biers t Na aval Supoly Depot, Sun Diego, furnished 
the following information with respect to deliveries of milk during a 
recent twelve-month period: | 


To Naval Shore Activities - 70,513 gallons of milk 
To Naval Vessels Soup eye gallons of milk 


If such milk were standardized at 3.55 percent butterfat, the 
total quantity of butterfat would be 92,650 pounds, which would exceed 
the volume of butterfat in the estimated total Class I milk in the mar- 
ket during any delivery period since License No. 98 became effective except 
that-of August 16-31. 


In addition to the foregoing facts and considerations which in~ 
dicate the volume of milk and milk products which moves in interstate 
commerce, the following considerations set forth the reasons and neces— 
sity for the reguletion of the commerce in milk in markets where little 
if any of the milk sold as fluid milk originates in other States. 


A. Utilization of milk in the United States. 


The milk produced in the United States if distributed among sev-— 
erel uses, such as (1) milk for consumption as fluid milk, (2) milk for 
consumption as fluid cream, and (3) milk for conversion inte and consump- 
tion as (a) butter, (b) cheese, (c) condensed and evaporeted milk, (d) ice 
cream, (e) powdered milk, and (f) etc. Thus, in the year 1934, of the (fore 


Milk & Cream (Fresh & Sterilized) 
Bond eee ie (Sweetened) . . : 
Evaporated Milk (Unsweetened) .. 
Dried, wile met. os eens et ses. te 


Meron c ak ta cmilik acs wl BES ve, See teks 


PEUbterT eee. eee, ee eee 


Cheese . A . i e e e e e e é ° ° ° 


Infants foods (Malted Milk, 


Compiled from "Foreign Commerce and Navigation of the United States," 
U. S. Department of Commerce, Bureau of Foreign and Domestic Commerce. , 
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“Table 6. eran and POvrer Ts § used in factories reporting manufactured 


dairy products and used by the nonfarm population as fluid 
milk and cream, 1934. 


Whole milk : Percentage of 


Factory Product : used ; total milk used 
o . no L OOO pounds -3\ in each producs 
Creamery butter (including whey) = obyoos. 56e i 46.3 
American cheese — whole milk and ; 4,410,410 : ay 
+ part -skim ; 
Cheese, other than American and cottage, pot : Se CaM 1.8 
and bakers! : 
Evaporated milk - unskimmed ; Sooo yvObNs eye 
Condensed milk - unskimmed : Ce hes 03 
Ice cream ~ factory : Bera A OO a: (S26 
.Dry or powdered cream : Lees 4 iy 
Dry or powdered whole milk : POO Obs 4e 
Malted Milk aoe 35,279 ; ay 


Gross milk equivalent of factory products Wao. oe eon: 


Deductions for duplication resulting from | 
recovery of butterfat from whey cream, 
duplication srising from the use of butter 
and condensed or evaporated milk in the 
manufacture of ice cream, and losses re- 
sulting from the fact that some fat remains : 
Meckim milkevon farms ,-some ws. Jost in 
spillage, stickage, ete., before being 
delivered, and.some is excluded through 
rounding of fractional weights and tests 
upon delivery. ea ION 876 4 2/ 


Net whole milk equivelent based on 
quantities of milk and cream reported es 


being received for use in these ee eee : 46 ,291, 380 f 60.3 


Milk used by nonfarm 3/ population Yoo ao. eee te Sra 
total milk _ oman’ S ee esis CO Gee ces 100 .0 


Compiled from the reports of Bureau of Agricultural Economics. 


1/ Less than 1/10 of one percent. 

2/ Included in in@ividual products. 

3/ The quantities of milk here shown sre those indicated by reports 
from local Boerds of Health and include urban farm populetion 
and rural nonferm pooulation. 


u j6- 


volume of milk utilized in the United States for manufacturing and for con- 
sumption as milk and cream by the nonfarm population, 39.7 percent was con- 
sumed as milk and cream by the nonfarm population. Of the remaining volume 

of 60.3 percent, the largest part (46.3 percent) was utilized in the manufac- 
ture of creamery and whey butter. These percentage figures, as well as the 
volume of milk and the butterfat content of such.milk utilized for consumption 
as milk and in svecified manufactured products in 1934, are presented in 

Table 6. 


The demand for all milk is derived from the demand for milk in differ~ 
ent uses. Milk is diStributed among the different uses noted above, and the 
relative volume entering the various uses fluctuates according to changes in 
relative prices of the finished products engendered by changing demand condi- 
tions for the various products. Any activity that tends to establish and 
maintain normal relationships between prices of the various products, and 
that tends to raise and mantain the price of butterfat in one or more of its 
major uses, also tends to stabilize prices received by producers for milk in 
all uses. 


B. Production of specified dairy products in major producing States. 


The milk utilized in the manner indicated in the iat gare table is 
produced and processed in highly concentrated producing areas. This fact 


becomes evident upon consideration of the volume of ere aces of specified 
manufactured products which is produced in major producing States. : 


Table 7 indicates the volume of creamery butter that was produced in 
four leading butter-producing States in’ 1933 end 1934, and the percentage 
that such production was of total production in the United States. That a 
high degree of localization exists in the butter manufacturing industry is 
indiceted by the fact thet during each of the years 1943 and 1934, the four 
States, namely, Iowa, Minnesota, Nebraska and Wisconsin produced only slight- 
ly less then half, 44.8 percent and 45.3 percent, respectively, sof cad) 
creamery butter manufactured in the United Stetes. The production of cheese 
is likewise highly concentrated, but to an even greater extent than cream- 
ery butter. As indicated in Table 8, Wisconsin and New York produced over 
60 percent of all cheese manutnetored in the United States in 1933 and 1934, 
Similarly, as shown in Table 9, during the same yeurs about 70 percent oF 
the evaporated milk manufa actured in a United States was produced in five 
States, namely, Wisconsin, New York, California, Illinois, and Ohio, 


Manufactured dairy products, to = less extent cream, and to a still 
less extent fluid milk, are readily storcble and transportable, In the case 
of crenm and manufactured products, this factor of storability and trans-— 
portability is reflected in the free flow of these products between markets, 
whereas high transportation costs, engendered by the bulk and verishability 
of fluid milk, render it uneconomical to transport fluid milk long distances. 
The free flow of these products between markets results in inter—market 
price relationships of such nzture that the prices of these products tend to 
vary between merkets only by the amount of transportation costs from one 
merket to the next, plus the necessary edditional handling charges other 
than transportation. In addition to the foregoing, a considerable volume 
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Table 7. Production of creamery butter in specified States and in the 
United States, 1933 and 1934, 


Production é ee Percentag re of U. S. Total 


Pa LL bah ROT Gee 1934 Loncime 1934 
1,000 lbs: 1,000 lbs.  : Pereent : Percent — 

ie Sh ge 1289 ,025 44... 288, Sime i Ble aie 14.1 
Minnesota : 299,872: 27557 8o oe ee Rie 

peptasks (2 chao 01,204 php ase ORGEN vie 5.4 

Wisconsin : 1 9 157,933: 161.942 : 9.0 , 29.6 

__Total four States ; 790,291: 267,425: AWB otic: 45 .3 
United States JLZG21688: 440 169A 20Gmue es BATOORDML Eitan © TOOLO 


Compiled from reports of “the Bureau of Agricultural Economics, Division: OF 
ore and Poultry. Products . 


Table 8. See esi of cheese in specified States and in the United States, 
1933 and 1934. 


Production ot Percentage of U.S. Total 
pene ieee 1934 Se this 1934 
be OOOMDD GS tuw 1,000 lbs. >" Percent’. : Percent 
Wisconsin ; BOR s0G0s: Bamaay = <2: 50.1 50.2 
New York ee Osgey = oneas” Toe Ome he ae, 
Total two States : 400,565 : 422,190.72 Coie “peer Ge 
United States 644,589 : BGe Slike Ofiak JOOKOM A: 100 .0 


Compiled from eer of the Bureau of Agricultural Economics, Division of 
Dairy and Poultry Products. 


Table 9. Production of evaporated milk in specified States and in the 
United States, 1933 and 1934 


’ . 


Production ’ Percentage of U. S. Total 

ks 1933 ° 1934 OSES. 1934 

1,000 Ibs: 000 Tbs 07 -: mexcen> iow Percent 
Wisconsin 2 O20, ow as OIG ge SO Font: 40.45 > 10.65 
New York : 91,959. : 80,784 i 5 4 4.47 
California : 2175524 ; 191,902: °°; 12.7 11.2 
Illinois : 109,762 : DSi ene 6.4 6.5 
Ohio > 84,548 ; 116,578 ~': ae dn 6.8 
Total five States :1200,089 ; 1,192,985 ° : DOA ete BO oF 
United States 7 lo POON mea evo 100.0: 100.0 


Compiled from reports of the Bureau of eit Economics, Division of 
Dairy and Poultry Products. 
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of dairy products, chiefly Seton ae is Peis: from the United 
States yearly, and a rather large, volume...of..cheese., especially ‘Swiss and | 


Can ine 


Italian oes is” “imported yearly. 


The above généralizations are. substantiated by a consideration of the 
(1) receipts of milk, cream, butter and other dairy products at specified 
markets, and (2) bétween ec in different markets. 


Gre Receipts of specified. dairy products at the orincipal markets. 


In Tables 10-12 inclusive are eee the receipts of milk and cream at 
New York City, Philadelphia, and Boston ‘in 1934 and 1935. As indicated 
from the’se tables, the cream supply for each of the above-named markets 
Originated in a number of different States; thus, for the’ year’ 1935, the 
cream supply of Chicago was drawn from 13. States, (see Table 1S) heh ship- 
ments from as far east as Ohio, west as far as Kansas, and south as far as 
Oklahoma and Tennessee. New York City received cream from 14 States in 
1935; Boston received cream from 16 States, and Philadelphia from 15 States. 
In contrast with the receipts. of cream in these markets from rather extensive 
areas, however, an inspection of the receipts of milk in these markets re- 
veals that the latter originates in more restricted and generally more ad- 
Jecent areas to the principal market: In 1935, receipts of milk at New York 
originated in 2 SHES at Boston from 6 States’ and at Philadelphia from 7 
States. 


Tables 14 and 15 indicate the receipts of ‘butter and cheese, respec- 
tively, in-each of the four. above-named markets. * The tables are self-ex— 
planatory, and clearly ae out both the extent end ihe magnitude of the 
commerce in these products 


D. Exports and BOT a Ce dairy eee asi 


The foreign trade in dairy oreaeee of the United States has never 
approached the significance of the domestic trade in these products. Par- 
ticularly has this been true since 1929, Suffice it‘to say, however, that 
an appreciable volume of manufactured dairy products was exported et the 
United States during the years-ended June 30, 1934 and June 30, 1935. (See 
Tables 16 + 19 inclusive.) A substantial quantity of butter, together with 
various tyoes of foreign cheese, were imported in the same years. ( See 
Tables 20 and 21.) . 


E. .Intermarket price relationships. 


The free flow of dastrtdars Wea dairy products vetween aGifferent markets 
in response to price changes engendered by changing supply and demand condi- 
tions results in decidedly close correlation between the prices of dairy 
products in different markets. The eNO ee aS between the wholesale price 
of 92 score butter at New York City and Chicago, Illinois, is. shown in 
Figure 4. If the wholesale price of 92 score butter at. New York should be~ 
come so high relative to the wholesale price of 92 score’ butter at Chicago 
that shippers of butter could make:a greater profit’by shipping their butter 
to New York than to Chicago, they eae do so, incréasing.supplies on the 
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Table 10. Receipts of milk and cream at New York City and Metropolitan 
“Area, by States of origin, “1934-and 1935, 
ee eee ere 
State Milk _ Cream 
_ eae ae Cot aie ® 1934 Posi 
:40 quart units:40 quart units: 40 quart units:40 quart units 
Connecticut + uea0e. 83 227,765 5,702 5,282 
Be nce 44) 706 33,796 983 570 
Indiana : acs sae -— 10,402 14,885 
Maryland BIS eee 163, (Some 450 rors 
Massachusetts 145,451 .143,999 ; Leal 2,888 
Michigan a ie 200; 3,725 
Missouri -- eo —— 203 
New Jersey 3,438,275 3,757,332 : 25,904 : 25,978 
New York : 20,865,653 20,173,018 1,172,651 1,122,993 
Ohio Delay : aed Berg fie 33,408 
Pennsylvania ; 5,485,943 6,004,092 7 Gao 1 LEo30 7S 
Tennessee -— ati ae 1,461 
eas —— a —- 200 
Vermont 1,228,945 1,459,959: 90,897 68, 328 
Wisconsin aha aaa : 6,150 11,949 
Dotal____: 31,562,922 _: 31,963,696 _: 1,518,573: 1,450,948 


Compiled from reports of the Bureau of Agricultural Economics, 


Division of Dairy and Poultry Rroducte. 
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Table .11.: Receipts of milk and cream at Boston and Metropolitan Area, 


~ & 20 - 


by States of origin, 1934 and 1935. 


° 


Receipts 


State Milk Cream Le 
1934 3 935 : 1934 : 1935 
40 quart units:40 quart units:40 quart units:40 quart units 
Alabama — —— : —— 200 free 
Illinois — — 1,400 1,000 
Indiana —— : ra : Tyrok 3,800 
Kansas -— -— : “2,000 800 
Maine 688,063 692,245 45,365 48,326 
Maryland _ — : —— 400 ; 200 
Massachusetts : S50, be08 mt MLO lobe eens 2,248 
Michigan -- -- SiS en es, 61, 982 
Minnesota, — _ 9,299 7,410 
Missoubi : _- _- 13,884 10,816 
New Hampshire 765,003 709,664 19,949 20,148 
New York 341,497 430 , 309 66,808 26 , 586 
Ohio -— — : 14,160 =: 8,000 
Pennsylvania -- : - ; 360 : esc, 
Rhode Island 12,949 Bye) 1 6,450 
Tennessee a = nae "22,449 6, Ga0 
Vermont ~ : 3,415,786 15,124,723 | : 272,806: "316,489 
Wisconsin : OO ee 
Mee fotel 315,753,927 1 5,712,194; Seayeedee | Sede 


Compiled from reports of the Bureau of Agricultural Economics, 
Division of Dairy and Poultry Products. 


Pe. 5 ae 


Table 12. Receipts of milk.nhd dean at Philadelphia and 
Metropelitan Area, by States of Origin, 1934 and 1935, 


TS a a a a a ee Ee 
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State : Milk Crear nam petty 

i Ce ee aS EE 1934 ; 1935 

7 40°Q%. Units.» 40 Qt..Units : 40 Ot. Units - 40 Qt. Units 

Delaware 451,705 448,215 2,006 902 
DLstriecsor aeTeeti a - ~ 690 Peas 
Illinois ~ . - . Eero 2,210 
Indiana - ~ 20 , 538 4.0 ,606 
Kentucky - - - é 200 
Maryland | B49 , 866 ; 868 , 421 20,634 28,1635 
Michigan : = = 600 12,125 
Minnesota . - : 1,990 | 0,856 
Missouri S te 3,506 4,350 

New Jersey ; 095,028 629,071 260 = 
New York + £100 17,902 3,502 
Ohio - . ~ 9,257 10,999 
Pennsylvania 0,078,585 5,089,114 104,757 55,040 
Tennessee + - - - 200 

Virginia : - ~ 246 ~ 
West Virginia 25,084 BO soo 153585 920 
Wisconsin ; - 1,392: 76,470 65,058 
Total 6,998,768 7,065,998: 262,012 280,706 


Compiled from reports of the Bureau of ugricultural Economics, 
Division of Dairy and Poultry Preducts. 


' Arkansas 


Liianots 
Indiana 
Towa ‘ 
onsas 
Kentucky 
Michigan 
Minnesota 
Mississippi 
Missouri 
Ohio 
Oklahoma 
Pennsylvania 
Tennessee 
Wisconsin 


Ley rise © 


Compiled from reports of the Bureau of Agricultural Economics, 
Division of Dairy and Poultry Products. 
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8,198 
179,931 
20,978 
7,792 
163 
10,196 


2,419 


1,394 
259 ,647 


eR ET an eee: 


527 , 222 


ee 


ee ee 08} 9e £8 88 e868 S0 


183, 070m 


522, Oe 


7,684. 


5,296 
285,130 


585 , 130 
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Table .14 i Receipts. of butter (gross pounds) at four principal markets, 1935. 


4 : Ba ads “ 

aa TN eae erent verre tte eeerrenaneny op onesie eet 
. ° e 
° ° . 


State eae Colmer eee ' Chicago +: Philadelphia Boston 
Pounds Pounds Pounds Pounds 
Alabana 18,000 : : ~. A ee 
Arkansas Leva. 1,745,762 : 2 
California 55,576 : : ; 142 , 400 
Colorado 19,814 : 246,006 : ; 20,00 - 
Connecticut 116 : : ada 
Delaware : : 14 
Dist.ofColunbia; O07 : : 
Florida : 28 : aot 
Idaho 46,738 20,351 : rd TS Oe 
Iliinois 295,279,726 16,429,261 8,827,268 : 18,803,907 
Indiana 5,072,989 4,714,134 Wen, Low Oo, 175,276 
Towa 72,660,736 O7 946,806 3,807,875: 11,5306 
Kansas 7,291,208 16,544,214 : 628,980 1,675,509 
Kentucky 1,349,609 507 ,540 : 488 , 891 467,258 
Louisiana 103,041 Looe . 
Maine 1,855 
Maryland AO, LOW : 584,912 
Massachusetts: 141 ,382 : ; 129,034 
Michigan 6,684,115 MN OY ee 157,367 798,419 
Minnesota 58 , 883, 803 > 28,069,983 41,243,052 22,242,059 
Mississippi 153.732 : 52,805 71,646 427,996 
Missouri 0,050,912 > 20,089,969 2,014,723 4,162 3420) 
Montana ; 204 26,752 
Nebraska : 26,625,586 s; 11,088,952 5,969,591 Duet see 
New Hampshire: 433 
New Jersey : 29,932 : 22,625 457 , 286 
New Mexico : A 962 : 
New York 0,261,226 : 20,162 : 2,922,991 + 799,436 
North Carolina: : : 25,502 ;: 
North Dakota Hogeel hfe A 2ts) : 35,760,833 : 796,041 : 4,124,645 
Ohio O,781,932 f 40 323 : 656,450 5,240,161 
Oklahoria 44.7 ,286 : 8,018,565 ‘ 153,530 2,599,380 
Oregon 114,454 : $ 
Pennsylvania : 974,942 : 8,801 : 179,149 : 
South Carolina; 61 : : : 
South Dakota 1,067 ,646 Te ls SO. oO : O58, 315 ; 2,120,218 
Tennessee 002,819 : 192 ,543 : 580 ,597 226,956 
Texas 304 , 640 : 1,029,643 ‘ 097,912 : 49 ,292 
Utah 20,010 : : : 
Vermont : : : 164,197 
Virginia 1,304,236 ; 1,017,108 ; 
Washington | : 7,500 : : 23,955 
- West Virginia: 246 ,405 : : ‘e747 
Wisconsin Hae gC 606 > 64,041,929 : 0,174,665 ;: 5,691,885 
Wyoming : : Teen : : 
Canada 125,632 : ; oe 
Total ao? ,921,570 2 229,621,995 : 83,508,038 t 82,424,013 


Compiled from reports of the Bureau of Agricultural Econornics, Division of 
Dairy and Poultry Products. 
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aes) : oS ae : : : — Potal 
eh gel anaes : New York Chicago sPhiladelphia : Boston ¢: #£¥Four 
. ° : Markets 
Pounds Pounds Pounds Pounds . Pounds. 

California Ge.006. 3,892 849 alos: 87 672 
Colorado : 5,586 DD, 474 ; > $5 OLPOGGs 
Connecticut 101°: : 5,419: 3,920 
Delaware : Lous : : nS) 
Florida : istotey a : ‘ 1,565 
Idaho : 35,071 : 3 Dye 
Illinois ; 8,549,663 : 0,402,173 3 4,670,146 “es 613,050 :19, 265,028 
Indiana ‘ecco, lle 1 OOO Mr re PLES Oe) 6 60,125: 3, 0cueye 
Towa : 65,481 57,679 Oo, Coleen: 9,800: 136,591 
Kansas : uae i's 305 : S519 
Kentucky A Sey 6s D2 , 990 
Maine : : : 30 50 
Maryland - 2028 : ¢ : 202 
Massachusetts : 54,850 RO (voy ins Par gen oe 1,401: 66,024 
Michigan : 834,009 76,402 : LA 646 Se 86,286: Lilie 
Minnesota 161,473 18,608 195,955 226,210: 602,246 
Missouri UGE, OOO : O60) $ rahi ke &. 565 , 547 
Nebraska ol Gig 4,536 : : “4 656 
New Jersey yo 3 GOO OTOL S : O7 Gore 575 , 546 
New York . Seg osaon 2,492,863, : 621,257 2,249,078: 9,156,686 
North Carolina : “a Oe : 350 
North Dakota a ; : 413 
Ohio : 9425 842 hey Coens 164,207 +: 81,644: 1,202,520 
Oregon : 86 : es 86 
Pennsylvania real ips 85" 42,947 6,500) 05: 10,808: 82,224 
Rhode Island 28 : : 28 
south Dakota : 125 20,590: 20,715 
Tennessee GLA 3 &,830 +3 3,204 
Texas Sine 00484 3 5,429 
Utan 124 : Ley 4 : 249 
Vermont 227 , 397 : 70,417: 297? ,814 
Virginia - 120 2 100: 220 
Washington 036 : 036 
West Virginia aoe |: : : ag? 
Wisconsin 700,354,259 : 23,829,545 : 21,633,062 : 28,414, 122: 114 , 230 , 988 
OAStwot Col, Men: : : ; 210 
Canada re ASSES 160: 27,138 


Total 266,800,173: 


+ 24 os 


33,904,323 


ae & . é 
: 27,566,161 : 21,947 ,287:150,217 ,944 @ 
. | | 7 : 


Receipts of cheese (gross pounds) at four principal markets, 
by states of origin, 1935. 


Compiled from reports of the Bureau of agricultural Economics, Division of Dairy 


and Poultry Products. 
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. Table 16. Domestic exports of butter, fron the United States, 
: by Countries’ Cr destination, for the years ending 
June 30, 1934 and June PO  POan 


Clon thr vy : 
ee itd : 1934 1 : OS & 


1,000 pounds 1,000 pounds 
United Kingdon - Less than o00 Less than 500 
Honduras ie SL 
Panama 206 64 
Mexico 161 prays 
Cuba | Ef ; re 
Haiti, Republic of 208 fas) 
Other West Indics 3/ 186 116 
Columbia 18 3 
Peru 8 : es 
Venezuela 38 35 
Philippine Islands 383 : Q7 
Other Countries ; 1395 167 
Total 1,416 761 


® . 
e . 
he es. 


l/ Compiled from monthly surmarics of foreign cormerce, Bureau of 
Agricultural Economies, Foreign Agricultural Service. 

2/ Compiled from reports of the Bureau of Agricultural Economics, 
Division of Dairy and Poultry Products. 

3/ Excludes Bermudas. 
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T ble 17. Domestic exports! 6f ¢ 


June 30, 1934, 


Cart ee te ron 


~ 26 = 


me rr ee ee 


Panama 

Mexico 

Canada 

Honduras 
British Honduras 
Cuba 

Virgin Islands 


Poitl, Aepuplie oF 


Other West Indies 3/ 


China 
Philippine Islands 


Other Countries 


Total 


at 


1,000 pounds 


oo ee of 


oe oe 


4 
awe 
dG 


e 
aa 


ese from the United States, 
by Countries of ‘destination, for the years ending 
and Juno SQ, 1935. 


Domestic Exports 


S£ 1/ 


005 
108 
66 
51 
12 
59 
65 
26 


28 


1935 2/ 
1,000 pounds 


D04 © 


142 


1,344 


1/ Compiled from monthly surmarics of foreign cormerce, Bureau of 


Agricultural Heonomics, Foreign. Agricultural .Service. 


af Compiled from reports of the Bureau of Agricultural Econonics, 
Division of Dairy and Poultry Products. 


3/ Excludes Berrudas. 
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Table 18. Donestic exports of condensed milk during the years 
onding June 30, 1934, and June OU Ow, »y countries 
of destination, 


Cmca tt sausy Domestic Exports. 


; 1934 1/ 1935 2/ 
“PEt ceo inde 1,000 pounds — 

Total HKurope S 14 
Cuba 6) 3 
Philippine Islands 2,625 0,049 
Japan | Less than 500 ~ 
Hong Keag ; ay ; 189 
China ; 12 65 
Mexico 219 205 
Janaica LRAT, 849 
Honduras 261 278 
Costa Rica : ELS 86 
Venezucla Lo 88 
Other Countries 724 1,059 Soma ae 

Total Oehto 1 OGL 
eee deen dS eee a ne ee Meee Ie 


af Compiled from the Yearbook of agriculture, 1935. 


Me Compiled fror monthly summarics of forelen cormerce, Bureau 
of Agricultural Economies, Foreign agricultural Service. 
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Table 19. Domestic exports of evaporated tilk from the United States 
by countrics of destination, for the years ending June 36, 
1954, and June SO, L035. 


Domestic Exports 


ClO Ane ry sums ae f ks des 
r wo ECE eg LOZ Ve) 
United Kingdon : 1,038 a rian “457 
Other Europe 78 ee 
Total Europe oy) 457 
Philippine Islands 16,920 , Be 5 Led 
Panana ) | 4.597 4,252 
Peru i 8350 1,528 
China 7. 747 875 
British Malaya ie O26 896 
Cuba ; 287 245 
Japan ss i296 - 
Mexico : 907 : Lee 
Netherland West Indies 1,033 1,413 
Netherland East Indies 818 ae 
Sian 1,848 . 1,833 
Newfoundland & Labrador O61 : ~ 
Other Countries 2,838 Bee AG er 
Total 32,913 59 5589 
ng : Lathe PAL acne 


1/ Compiled from the Yearbook of Agriculture, 1935. 


2) Compiled from monthly surmaries of foreign cormerce, Bureau of 
Lgricultural Eeonormiecs, Foreign Agricultural Service. 
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Table 20. . Imports of. butter into the United States, by 
countries of origin, for the years ended 
June 30, 1934, and June 30, 1935. 


by une Tee Ley, : wide 

| ie ee Ne A at an sanar 9 

1,000 pounds 17000 “pounds: 
United Kingdora : 60 : 5,784 
Denrsark 193 2,166 
Other Europe lel ; lyooo 
Total 374 13,935 
New Zealand - 830 VoL 83 
Canada 47 98 
Other Countries . 12 yes 
Total 763 22,0995 


af Compiled from the Yearbook of Agriculture, 1935. 


2/ Compiled from monthly surmaries of foreign commerce, Bureau 
of Agvicultural Economics, Foreign Agricultural Service. 
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Table 21. Imports of cheeses into the United States, 
-- by countries. of origin,; forthe, years...” 
-ended. Jung 30; 1984 and June.30, 1955. 


ER MU re a ran es 


ale any, eee 2) 
— “{,000 pounds ~+~«+1,000 pounds 
* a] Sor cemaamranmersecnaarnse==p gn ae eT a Soe 
Cheese, Ermenthaler (Swiss) : : 
Switzerland 6,005 0,270 
Denmark 566 587 
Germany : 204 69 
Other countries _1,@15 803 
Total 7,988 6,734 
Cheese other than Swiss 
Italy ; 26,0835 27,260 
France 5,079 s 3,406 
Netherlands AACE Loe 
Switzerland 1,236 1,237 
Other Europe Cees 0,095 
Total Hurope 36,7295 38, oi 
Canada dal 1,165 
Other countries 1,027 1,636 
Total Oa, oy, 41,712 
Wh Gompiled from the Yearbook of Agriculture, 1935, ‘ 


2/ Compiled from monthly summaries of foreign commerce, Bureau of 
Aericultural Economics, Foreign Agricultural Service. 
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New York City market and thereby tending to redute prices in New York City 
relative to prices in Chicago,, and vice-versa if the wholesale price of 92 
score butter at Chicago should become such that it were more profitable to 
ship butter to Chicago rather than New York OLty 


In addition to the above intermarket price relationships, the supply ‘of 
the raw material, butterfat, is interchangeable between products, so that the 
prices received by producers of butterfat in all uses tend to be markedly intér- 
related. These producer price inter-relationships are due to the fact.that™: 
‘farmers can and do shift their disposal of butterfat from one use to another as 

‘price conditions warrant, thereby tending to keep the farm price of. buttérfat 
in any one of the several uses closely associated with the farm price of butter- 
fat in all other uses. eee 


The above generalization is substantiated by a consideration of the rela- 
tionships between (1) the index of the United States average farm price of 
butterfat and the index of the United States farm price of milk sold at whole- 
sale (such indices are the percentage each yearly price is of the 1910-1914 
average of the yearly average vrices, or in other words, the 1910-1914 aver- 
age of the yearly average prices = 100), (2) the index of the United States 
average farm price of butterfat and the index of the United States average 
farm price of butter (in both cases the 1910-1914 average of the yearly aver- 
age prices = 100), (3). the average monthly farm prices of butterfat in the 
United States and the average monthly wholesale prices of 92 score butter at 
New York City and Chicago, and (4) the United States farm price of’ butterfat 
and the prices paid producers for milk at condenseries, such milk being utilized 
in the manufacture of condensed and evaporated milk, 


The relationships noted in (1), (2), (3) and (4) above are depicted 
graphically in figures 2, 3, 4 and 5 to 12 respectively (figures 5 to 12 de- 
picting the relationship between the United States average farm price of butter-— 
fat and the price paid producers at condenseries (processing plants engaged in 
the manufacture of condensed and evaporated milk) by geographical divisions. 

The merked relationships noted above obtain because of the interchangeability 
of the supply of the raw material, butterfat, and substantiate the contention 
that any regulation that tends to stabilize and reise the price of butterfat*in 
any one of the major products in which butterfat is utilized, also tends to 
stabilize and raise the price of butterfat in all uses. 


The prices received by producers for milk used for consumption as fluid 
milk are also closely related to the prices received by producers for butterfat 
used in the production of manufactured dairy products. These close relation- 
ships arise from the fact that it is impossible to forecast accurately the 
daily requirements of fluid milk in any milk market, so that milk intended for 
fluid distribution finds its way into manufactured products; and the fact that 
the price relationships between fluid milk and milk for manufacturing purposes 
indicete that the interchangeability of supply of milk for fluid distribution 
end of milk for menufacturing purposes is of such nature that fluid milk prices 
in any given area are subject to the same supply and demand forces on a national 
scale as those to which manufactured products are subject. 


The demand for fluid milk in any given merket varies merkedly from day 
to day. So important is this factor that producers must supply a quantity at 
least 15 percent in excess of the average daily consumption in the market, a 


tyeeey: 
Ge wm 


margin of safety, in ordér to meet unpedd atabls daily variation in demand. In 
addition, in most milk markets an amount in excess of the daily sales plus. the 
mergin of safety is usually produced.and brought to the distributor's plant, 
This milk is collected from the farmer and is combined and processed in the dis- 
tributor's plant, so that the milk of any producer so handled is: indistinguish- 
able from that of eny other producer. In addition, it is impossible to deter- 
mine at this point what portion of the milk in the distributor's plant will 
finally be consumed as fluid milk in that market, or what portion. of the milk 
will be converted into manufactured dairy products and perhaps sold in distant 
merkets. It is quite common for distributors to have "route returns",’ that is, 
milk that is bottled for fluid distribution, is taken out on the delivery route, 
and, finding no market, is utilized in manufactured dairy products. psi 


The above generalizations are substantiated by intermarket price rela- 
tionships, and by the relationships between prices of fluid milk and milk for 
manufacturing purposes. If fluid milk prices in any given market were not af- 
fected by the prices of milk in other distant markets and by the price of but- 
terfat in all other uses, and did not in turn affect the price of milk and 
butterfat in other distant markets and in other uses, there would be little 
reason to expect a close relationship between the prices received by producers 
of fluid milk and those received by producers of milk for manufacturing purposes. 


However, the prices received by producers for fluid milk testing 3.5 per- 
cent butterfat used for fluid consumption are closely related to the United 
States average farm price of butterfat. These relationships are not restricted 
to a country-wide consideration; the prices received by producers in every market 
area, whether surplus or deficit, bear these marked relationships to the United 
States average farm price of butterfat. Since it was demonstrated in the fore- 
going pages that the prices received by producers for butterfat entering into 
specific uses are closely related to the United States average farm price oF 
butterfat, it follows that the prices received by producers for milk used for 
fluid consumption are closely associcted with the prices received by producers 
for butterfat entering 211 other uses, 


The relationships noted above are graphically depicted in figures 13 to 
22, inclusive, which show the relationship between the United States average 
farm price of butterfat and the prices paid producers for 3.5 percent mitk 
used for fluid consumption in the markets of Hartford, Connecticut; New York 
City, New York; Boston, Massachusetts; Washinetvon, De Cisnoe Angeles, Califor= 
nia; Baltimore, Maryland; Seattle, Washington; Richmond, Virginia; Milwaukee, 
Wisconsin; and Louisville, Kentucky. ; 


The relationships noted above obtain because farmers will, over a period 
of time, shift their method of disposal of the milk they produce as price con- 
ditions warrant. If an adequate supply of fluid milk is to be assured in any 
given market, the prices received by producers must be sufficient, over a period 
of time, to cover the additional costs incurred in the production of high quality 
milk for consumption as fluid milk. On the other hand, the existence of abnormal 
differentials between the price of fluid milk and milk for manufacturing purposes 
will cause producers to shift their marketing in the direction of the more favor-— 


able prices, continuing the process until normal price relationships are restored. 
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F. Effect of price fluctuations’ in unstabilized market8 on interstate 
commerce. : an r 


Price fluctuations in many milk markets throughout the United States, 
caused by changes in the demand and supply situation are made more severe by 
price wars, price cutting, and other methods of destructive competition among 
distributors. In the course of such practices, distributors reduce the prices 
paid by them to dairy farmers for market milk purchased below the point justi- 
fied by the existing supply and demand situation. With the decline in prices, 
there results an adverse effect on the market of butter and of other manufac~ 
tured dairy products in general, which effect has been translated through the 
intermediary of interstate commerce in such products into a decline of prices, 
in interstate markets for milk in all of its usages. The happenings in this 
series of repercussions are in strict accord with the price relationships j 
concretely established in the preceding pages and may be outlined in connection 
"with the effect of the price fluctuations, as follows: 


(1) Effect of price fluctuations on local markets. The slump in 
‘prices of market milk by agency of destructive trade methods brings about the 
sale of a greater quantity of manufecturing milk to local processors, which . 
increased sale results in a correspondingly increased amount of dairy products . 
' being locally manufactured. Such shifting of the method of disposal of the milk 
produced is readily explainable by the facts (a) that the differential between’ 
“+ the price paid to the producer of market milk and the price paid to the producer 
of manufacturing milk normally tends to equal the difference between the cost 
of producing milk in conformity with the applicable health regulations of the. 
market in which sold and the cost of producing milk which does not comply with 
‘such regulations, and (b) that if price conditions warrant, by such price 
differential being less than the difference in cost of production, producer's © 
Will tend to abandon the production of market milk to produce manufacturing milk. 
While it is true that a continuation of the process of shifting the method of . 
disposal of the two kinds of milk will eventually restore the normal price re- 
lationship, the accomplishment of this restoration is prolonged indefinitely 
through a continuation of price wars and a resultingly continued decline of mar- 
ket milk prices below the point justified by the existing supply and demand situ- 
ation. 


Thereafter, the increased output of dairy products in the local market : 
is felt, in accord with the practical working of the law of supply and demand, 
by a destabilization of prices and the concomitant lowering of the price of 
butter, as one of those products; and, further, by an increase in the supply of 
butter that is transported to interstate markets to receive a price more favor~ . 
able than that of the local market. The more favorable price in interstate 
markets is obtainable in conformity with the fact that the’ free flow of manu- | 
factured dairy products between markets results in inter-—market price relation- ‘ 
ships of such nature that the prices of these products tend to vary between 3 
markets only by the amount of transportation costs from one market to the next, 
plus the necessary additional handling charges other than transportation, 


Moreover, the disturbance of the price balance between fluctuating 


’ products. in interstate.'commerce’. 
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markets and interstate markets serves, following the rule of intermarket rela- 
tionships just enunciated, to check the. ‘4importation from the latter markets to 
the former of dairy products; since the price differential between the two 
clasSes of markets comes to be less than the cost of intermarket transportation 
charges, plus the necessary additional handling charges other than Dr ee 
tion. 


Nee ‘Effect of shir fluctuations on Snterecate. markets. The added 
aceite of butter and other dairy products into these markets from unstabilized 
markets renders:ian increased supply of such products available for sale. The 
principle of intermarket’ price relationships, which began to operate in the un- 
stabilizédiareas as noted in the foregoing pages, continues to operate on the. 
interstate markets concurrently with the entry of the additional dairy pi oauctiay 
and, resultingly, the price of butter, ' and’ the: prices of other dairy products .a 
well, tend to decline due to. the increased’ supply so ‘that price, levels equivas 
lent to those of the fluctuating markets, plus the differential of transportation 
and extra handling charges, are reached. . 


Successively, the lowering of pricesiof dairy products conduces to the | 
payment of lower prices for the manufacturing milk utilized in the manufacture | 
of these products; a development which moves from the facts that (a) the prices 
of butter and other dairy products. are the prime determinants of the price of | 
butterfat, and (b) that the prices of butterfat in all its uses are determinants 
of the price of manufacturing milk. The markedly close relationships, on both 
national and local market scales, between the prices of butter and of other 
manufactured products and the price of butterfat serve to demonstrate these facts. 


Finally, the lowered price of manufacturing milk results in a lowered 
price of market or fluid milk, since producers can and do shift their method of 
disposal of milk to distributors so that the difference in prices between the 
two kinds of milk comes to equal the additional cost of producing market milk 
for sale as fluid milk. 


(3) General effect of price fluctuations on all markets. Thus price 
cutting on local markets results in (a).an increase in supply of butter and 
other dairy products inthe markets throughout the country, and (b) a decrease 
in price paid to producers of manufacturing milk and to producers of market 
milk. The effect of these local practices on the national market for manufactured 
dairy products and upon the price of milk in other markets is emphasized when 
these practices occur simultaneously in many local markets. 


The same general effect tends to éstablish the fact that the fluid 
milk prices in any given msrket tends to influence the fluid milk price in other 
distant. markets and to influence the price of mi lie used in manufactured dairy ._ 
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PART V 
The Price Structure Provided by the Proposed Agreement 


A general discussion of the price structure for milk is contained 
in Technical Paper No..1, published. by the Dairy Section of the Agricultural 
Adjustment Administration. (See Appendix A.) In this paper it is shown that 
the classified price plan of selling milk to dealers develops from competi- 
tion among dealers to secure a supply of milk that is closely related to their 
requirements for their fluid milk trade. This paper also shows how (1) 
differences in cost of transporting a unit of milk in fluid form and the 
product equivalent of a unit of fluid milk, and (2) varying sanitation regule-. 
tions applicable to milk produced for fluid use and milk produced for use in 
manufacturing dairy products, affect the differential between the prices of 
milk used for different purposes. 


The following discussion explains the price structure which is 
provided by the proposed agreement, and sets forth the available informa 
tion relating to the utilization of milk and the supply and demand con- 
ditions in the San Diego market upon which the proposed price structure 
is based. The prososed use classification and price schedule appear 
reasonable in relation to these facts. 


Lee Use’ classification. 


The classification plan incorporated in the proposed market- 
ing agreement is as follows; 


Class I - milk sold or distributed as milk; 


Class II - milk sold or used to produce cream for consump- 
tion as cream, or milk sold or used to produce 
creamed buttermilk, creamed cottage cheese, 
flavored milks and milk drinks, and all milk not 
used in Classes I and IIZ; 


Class III- all milk sold or used, to produce ice cream, ice 
cream mix, ice milk and/or ice milk mix. , 


The use classification provided by License No. 98, which defines 
four classes of milk, is more nearly adapted to conditions which prevailed. 
in the market prior to the summer of 1935 than to the conditions which have 
prevailed since that time. Increased demand led to an agreement, effective 
June 1, 1935, which practically suspended Class III and Class IV, so that 
during the period June 1 - November 30, 1935, a total of less than 1,000 pounds 
of butterfat was reported in these two lower Classes. This situation hag led 
to the proposed reclassification of milk on = S-Class basis as outlined above. 


¥ 
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The three classes proposed have been defined after considera- 
tion of the following basic factors: “In California markets the 
distinction between "Grade A" cream, for purposes of fluid consumption, 
and "Grade B" cream, for manufacturing, is definite and of long standing. 
Any surplus of milk produced'for the fluid milk market is subject to 
competition, (1) from "Grade A" cream, insofar as such surplus milk 
might be separated for cream for'fluid consumption or for manufacturing © 
certain creamed products, and (2) from "Grade 3B", or manufacturing, , 
cream, insofar as any portion of the fluid milk surplus might. be utilized 
for purposes in which the use of "Grade B", or manufacturing, cream is 
permissible, or for which the use of butterfat in sweet butter is 
possible. It is out of this situation that the advisability of provid 
ing for three classes of milk arises. Fluid milk is accounted for in 
Class I and priced higher than Class II due to the transportation differ- 
ential as between milk and cream'and, to a certain extent, to the 
convenience factor, which appears to be quite important ‘due to the 
unusually wide Pic haatiens in fluid milk demand in San Diego. Class II 
and Class III milk have price characteristics determined by the f.o.b. 
market prices of "Grade A" and manufacturing cream shipped in from 
Imperial County. 


A handler who sells all the milk which he receives from pro- 
ducers in Class I may purchase "Grade A" cream to supply his cream 
patrons and, by purchasing skim milk and adding the necessary ingredi- 
ents, including butterfat from "Grade A" cream, may place on the market 
such products as are listed in Class II. If, on the other hand, the 
handler has received more milk from anopriverwe: than is required to supply 
his fluid milk customers, he may separate the remainder, selling part of 
the cream for consumption as fluid cream and using the remainder of the 
cream and the skim milk to manufacture creamed buttermilk, creamed 
cottage cheese, and flavored milk drinks. The competitive value of milk 
used for these purposes, pustans appea ars to be closely related to the 
value of "Grade A" cream. 


The proposed wording of the Class II definition would require 
that all plant loss be accounted peeks as Class II milk. 


Class III in the Preoated: ‘classification is definitely an ice 
cream class. Manufacturing cream; which is produced’ under less 
stringent sanitary conditions and:which sells on the cream market at a 
lower price than "Grade A' cream, is used largely in the manufacture of 
ice cream and ice cream mix. Any of the milk supply which handlers 
receive from local producers and”separate for this purpose is disposed 
of, therefore, in competition with this lower-priced product. 


Available information as to the probable utilization of local 
milk supplies during the coming spring and summer ‘séagons is not 
definite as to what proportion of the local milk supply will be available 
for Class II and Class III uses, but it is probable that the local milk 


ee 


supply will need to be heavily. supplémented: by stpplies of "Grade A" and 
manufacturing cream f¥oin surp] lus, cream en areas + 


Due to the California aedus Patorneeonar “Bebodd tion, held 
at San Diego during the summer and.fall of 71935 (and reopened February 
12, 1936), there were four semi-monthly, delivery periods in which pro- 
pieces were paid the Class I price for all milk deliveréd. Heavy demand 
and the effects of the tuberculosis eradication program on production 
probably will result in relatively small iste eset aer sh of the local supply 
being utilized in Classes II and Het 


2. Minimum prices to toate a Bice by the proposed marketing 
agreement. 


The minimum prices which handlers would be required to pay pro- 
ducers, according to the terms of the proposed agreement, are as follows: 


«Class I --64 cents per pound butterfat contained in milk 
‘ delivered at the handler's plant; 


Class II --the average price of 92-score butter at Los 
Angeles plus an amount equal to the average 
amount over such quotation, per pound butterfat, 
paid wholesale to jobbers for market cream of 
"Grade A" quality, of approximately 40 percent 
butterfat content, in the San Diego market, as 
reported by the United States Department of 
Agriculture. 


Class III --a price computed in a similar manner as Class II, 
using, instead of the price of "Grade A" cream, 
the price paid to jobbers for manufacturing cream 
of avoproximately 40 percent butterfat content. 


A. Price history of the San Diego market. 


Table 4 in Part III above shows that ‘during the period 
1920-1928, inclusive, the price of Class I milk in the San Diego market 
averaged 101.4 cents per pound butterfat. Table 22 indicates the prices 
per hundredweight of 4.0 percent milk and per pound butterfat paid pro- 
ducers for Class I milk by years 1931-1935 and by months January 1934- 
December 1935. In 1934 the average Class I price was 61 cents per pound 
butterfat, or 33.0 percent less than the price of 91 cents which 
prevailed in 1931. The average Class I price in 1935 was 65 cents per 
pound butterfat. 


The price to handlers, f.o.bs San Diego, of Class II milk 
as "Grade A" cream received in San Diego from El Centro, Imperial County, 
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Prices paid by \. J 
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California, is shown in Table 23,.by months, January 1933-December 1934, 
inclusivé.. The f.osbd. city price of "Grade A" cream from this source 
averaged approximately 14 cents higher than the price of 9e~score butter 
at ‘Los Angeles. Information concerning this price relationship is not 
at hand by months for the year. 1935, but reports of the market adminis~ 
trator, License No. 98, indicate that recently the margin of the "Grade 
A" cream price over the butter price has been 20-23 cents, f.oeb. San 
Diego. 6/ The pricing arrangement provided by the proposed marketing 
agreement allows the handler the value of the skim milk to cover the 
cost of processing milk into cream. The fact that there was at times a 
shortage of skim milk was.an additional factor in the premium paid for 
milk in the lower classes during certain delivery periods in 1935. 
(See Table 24.) 
*Table 25 shows the cost to handlers of "Grade BY or manufac- 
turing: tréam, fico San Diego, received from El Centro, Imperial 
County,*California, by months, June 1933-May 1934, inclusive. The f.o.b. 
city price of such cream was 7-8 cents above the price of 92-score butter 
in the Los Angeles. market. Recent reports from the market indicate that 
the amount of this, differential currently is 12 cents. 


The differentials of the Class-I price over the "Grade A" cream 
price, f.o.b.. San Diego, January 1933 - December 1934 are shown, by 
months, in Table 26. The average differential was 25.17 cents in 1933 
and 22.16 cents in 1934. Figure 23 shows thet in October 1935 the 
differential of the Class I price over the "Grade A" cream price was 
slightly less than 10 cents, or less than half of such differential in 
October 1933 or in October 1934. The differential of the Class I price 
over the price of 92-score butter at Los Angeles, however, was 33 cents 
in October 1935 as compared with 41 cents in October 1933 and 36 cents 
in October 1934.. 


Table 27, together with Table 24, presents a complete price 
history of the San Diego market during the operation of License No. 
98, from February 1,.1935 to November 30, 1935. The data shown in 
Table 27 indicate that the lowest weighted average pool price which was 
paid during this period was 58,024 cents per pound butterfat during the 
delivery périod March 16-31. The highest weighted average price, 64 -... 
cents (equal to the Class I price), was paid during the two delivery . 
periods in “August and during the two delivery periods in November. 


Table 28 presents on a monthly basis the data contained in 
Tab le a7 o ; 


(2) DT A A SAR PRET OR RL ee cancimelemisaiie cere nn ee a 
6/ This margin was reduced from 23 cents to 20cents per pound butter- 
fat on December 9, 1935. (Report of Market Administrator, License 


No € 98.) 


Table 23. SAN DIEGO, CALIFORNIA: Cost to handlers Of Class TT 
milk moved from El Centro, California, as 
Grade A cream, by. months, 1933-1934. 


> 92=score 3 Price to >Cost of haul-i Approximate: Trans—: Price. to dis- 
ae ' 3. butter at: producers :ing ranch to + ..€0St. of - tporta-: tributors 

4 Este Month : Los Angelesif.o.b. ranch:. | plant” *processing : tion-:f.o.b, San 
ae : big a aga eo hee 4 ec :to San: Diego 

. i : Ee :Diego : sig iceneneeaiets 

>, Cents per :' Cents per :: Cents per :Cénts : Cents per 


ee 


ee : 
> per pound : : Round fat : pound fat: pound fat : ae > pound fat 
: : a ihe ’ >pound ; ‘A. 3 ee 
rats. : : . , ; “ rece : i . 
1933 : . ae ey 
January ; ° 206000 © Pbk ho. 38 t 35 * 11 3O8. 34.27 | 
February : ° 18.76 Kr Acies om 328 : a8 21.58 : Be cde 
March ae el cee C4625: 3.8 oe Gee ty SB Rn See 
Seve 9: 3 20,55... 25.36: ; 3.8. cit 3 y5o (eieGo ¢. -G450ag 
May . oe reo. ete: 28.00- ; 308. oe 45% OM ;.1.38 ; 36 68° 
Beem: - «122 9576 e, 428007 3.8 | hs) + 1.38 i 36.68 
Bye: “84.15: ee elO ee is 1S Bu 365 22-38: | SU oa ee 
August, ; + 21,58 sh MM eNs ots tu oom - 3.5 $12.38 3 35 (95 
September: (21,60 ; :26.60° ; 3.8 , * S15 1658 3° 35.88” 
Pewee: 862) 64 POGke fh B58 Glo Omen Toadies 7. 35 036 
November: 22.55 °; ia7isg . : 3.8 3.5 tdeS8.:- + 36.56 
December :; OD Ames £4075 338 $25 Pate 1 oo aie 83.43 
1934 , : | 
January, : BER) mf 24.29 8 38 Es mur tbescsc ee 32.97 
February : 24.53 °; Zt heatey We igeteee MoO Mme tal 6 Seas 38 .23 
March |; 24.87 ¢: 29.33: 3.8 3.5 213882 88.01 | 
Peet et: 2i.s7 fe ay 348 7 335 (1.338: 35.09 °° 
May oh 21.60; 26.63; 3.8 eos so eOese eee 
June GEE ee fs dele telmae 3.8 F785 .6 (1638: 36.67 
July 3 PoeDL 3 28.54; De Bo aiens. 63. PN cd RMR cles po 
August 3 27.02 7. . 32.06 + 3.08 Pe ee edie AC ara | 
September: OOO grt ee e8GdO lus 3.8 335 soe et e412 3 
October 3; 29.48 tn, (OStBO «ee 3.8 3.5 (1.38: 43.18 * 
_ * November ;, 3036 3 88,537 4° 3.8 eg et lpia 1.38: 47.05 _ 
3.8 3.4.5 31.38: 45,52 


December :, 31.34 36.684 + 3 
a ¥ : : : fe aoe 

Compiled from report submitted :by Felix Landis, Secretary—Manager, Dairy Products 
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Table 25. SAN DIEGO, CALIFORNIA: Cost to handlers of Class 
ITI milk moved from El Centro, Calif+ | 
omnia, as "Grade B" creari,, June 1933- 
May 1934, a 
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Compiled from report submitted by Felix Landis, Soorotiry-lianager'y Dairy Proluets 
a arbitration Board of San Diego. 
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License prite of Class I nilk, piedteers| 
price for base milk, ond weighted average price for 


all milk by delivery periods and price of 92<score 


butter at Los angeles by nenths ; February through 
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Coripiled from reports of Market Administrator, License No, 98, 


i/ Price changed to 64 eents on June 19, 1935, 
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Table 28. SAN Te CaALIFORNIL: i iieense price of Class I milk, producers’ 
i price for base nilk, and weighted average price:for 
ali milk and :priee of 92-seore butter at Los ingeles, 
by months,:February through November, 1935. 


if 


wClass. eae a ae aver- :92-score butter 


Months ce neice pound sprice of 4% sage pool.price :at Los Angeles 

: butterfat li per ihe :Brfatper 1 ib. Bifat: per pound 
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. February | L 67 .000 AG Ag bp 60,725 : 1. 35,590 
i. one 67 .000 ee he ee 30.730 
April : 67.008 60.750 ° 59,886 ; 29.560 
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October 64.000 61,795 61,795 31.220 
Neher Goo * 42.84.2000 ite Sedatoooh. eee hoo 54,360 
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. Compiléd tae uae ne of the Market. Administrator and the reports of the Bureau of 
. Agricultural Econonics. 
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. A . Uae os 
B. Demand GONdLtLONS ey er. een 
(1) Business and, industrial activity. 4 


‘' Due to the 1935 California pacific Intcrnational 

Exposition, business activity and eploynont in the Su..Dicgo Marketing é 
area showed very definite inproverent. The upward trend was evidenced 

for several nonths prior to the actual opening of thd Exposition, as 

shown by certain business indicators covering thé first six months of 1935. e 
The following data, submitted by tho Market Administrator, License No. 98, 4 
ive comparisons as between Junc 1935 and Jurc 1934, and between January- 

June 1935, and January-June 1934, ‘ 


Corparing June 1935 with June 1934, there tias a 20 per-= 
cent increase in retail sales with improved collections. The volune of 
milk sales was approximately 20 percent greater. Salés of autonobiles 
Shoved a 70 percent in¢rease, and there were increases’ in postal receipts, 
bank debits, and the value of building -permitsof 37 Bercent, oD percent, 
and 192 percent, respectively. 

. . a- - . 

Comparing the period January-June 1935 with the sane 
period in 1934, the values of postal receipts,. bank debits, and’ building 
permits inereased 25 percent, 32 percent, and 171 percent, respectively. 
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; The total number of Civilian and military erployees 
was 84,000 in 1935, as compared with 80,000 in.1930. The total annual 
payroll was $108 ,000 ,000 in 1935 and- $114,000,000 in 1930, | 

According to the Montily Review of Business Conditions, ie 
Issued November 20, 1955, by the Federal Rescerwe Bank of San Franc sco, 
eriploynent in the State of Califomia showed considerable gains curing 
October 1935 as gorpared’ with October 1934. (See Tablo 29.) There was an 
Cight percent increase of employees in the 1,142 firms reportin 


1ge Inprove=- 
Ment occurred in all lines o industry reported. 


Table 30 presents index numbers of erploynment in manu- , 

facturing industries in Los snceles vy henvhs, Newerber 1931-october 1935, f 
In October 1935 the index was 116.2 (Noverbor 193] = 100), which index is | 
the highest in the sories, Table. $1 contains similar anta relative to pay- 6 
rolls. The index for October 1935 was 107.6 (Novenbor 1931 = 100), and j 
¢ 


was the hichest in the series excepting that for September 1935. 


Bank debits in San Diego and other southern California 
cities showed marked increases in October 1935 over October 1954, and for 
the ten-nonth period, January-October 1935, compared with the sane period 
in 1934. Table 32 shows the bank debits for specified cities in California 


during specified periods in 1935 Compared with the same periods in 1934, 


‘ } er yey 
i Table 29. Employnent in spocitioa industries in the State of California, 
@ | October 1935 and October 1934 


4 


: Number. of's. 
firns $i: 


a ee - :Percent change, 
-Oct. 1935 fron 
1934 


Industries Nurber of enpLloyees 


tebacco rs ; 45,462 42,404 + 7.2 
Public Utilities ‘ ag Be) setass) 9 We “aaigo, Be. 4 mee 
| Wholesale and retail (414- 54, 861 51,748 : + 6.6 
. Stone, clay, and glass : : 
; products : * 56 3° 6,524 : 5,747 eas 2 ic 2: 
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Other industries 1/ i ee. MOP cco? 66,968: 6176605 #§ ° +56 
Miscellaneous 7 hi a ae” 15,599 - 15,046 : ae SD 
feo 
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reporting:0ctober 1930. :Qctober 1954:0ct. 4. 
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Food, beverages, and 
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i/ Includes the following industries:: metals, machinery, and conveyances; 


e leather and rubber goods; Oils. and paints; Been and Deer, goods. 


ey Fublic utilities, wholesale and retail figures: are et Porciyited inethis toa: 
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Compiled from Monthly Review of Business 


Conditions, Federal Reserve Bank of 
San Francisco, November aes 1935. (Oe es Ge 
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Index Numbers of employment in manufacturing industries 
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Computed from reports of the Bureau of Labor Statistics, United States Department of Labor. 
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Table 32. Bank debits, specified cities in California, Octobe 
first 10:-months 1935, and October and first 10 months 
1934. : : FY te Fi ; 
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ia | ae Setober October - fee First 10 months: _ 
ee City 1 1935. 1934 « {0 1965) aoe ee 
r : . Dollars ;, Dollars : Dollars -: Dollars 

i am , ta { Ei ; : 


San Diego >) 41,648, : 29,316 : 404,846 : 292,633 
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c Los Angeles : 702,867. :, 543,645 : 6,513,748 : 5,334,661 


S . x 


San Francisco : | 863,599. p 704,064 : 7,748 ,924 : : 6,795,471 


Oakland : 194,126 + 189,223 ": 1,687,484 a 4,640,155 
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Pasadena ¢ pe,sed “+ dv,8d4 : «BOp 26. $178 .BI7 


Long Beach = «:-—«s 29,413: «23,384 : 288,979 : 226,558 
Sante Barbara :° 9,787 : 8,659 : 95,719. : 80,642 


rae ” Be i i : 
Compiled from Monthly Review of Business Conditions, Federal Reserve 
Bank of Saa Francisco, November 20, 1935. ae 
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Net gales in six: department stores in Los Angeles in October 
1935 increased 8.6 percent dver October 19344 The increase during the. 
first ten months in 1935 over the like period in 1934 was 9.5 percent. 
Nine stores in other southern California cities showed increases in 
net sales of 19.7 and 17.0 percent in October and the first ten months 
of 1935, respectively, as compared with the like periods in 1934. 


The cumulative total of wholesale trade, January-September 
1935, in the Twelfth Federal Reserve District showed improvement in .. 
ten items of 4.9 to :60.0 percent. There was a decrease in only one item. 


The index of carloadings was 73 in October 1935 as compared with. 62 in 


October 1934 (1923-1925 average = 100). Although total intercoastal trade 
declined, there was an increase in westbound intercoastal trade in October 
1935 as compared with October 1934. The index of daily average automobile 
sales (preliminary estimate) was 83 in October 1935, a gain of 12 points 
over October 1934 (1923-1925 average = LOO)s2 


In addition to the California Pacific International Exposi-_ 
tion, which has brought temporary increases in business activity, there. 
have been certain developments which should exert a more long-time influence 
on business conditions in San Diego. The location. of a large. new sirplane 
factory at San Diego, with Government contracts to fulfill, is counted upon 
to sustain to some extent the high level of activity attending the. ._- 
Exposition. There are evidences of increased activity in both public and 
private building. ua 


(2) Distribution of relief milk. 


Unemployables are in charge of the County Welfare -organiza-. 
tion, which, orgenization,.in the summer of 1935, was purchasing 150-160 
quarts daily, delivery being’ made directly to the:homes by a-local:dealer. 
Prices ranged from 9-1/2 to 11 cents per quart, depending upon quantities 
purchased. ied oe ; wren 


Prior to March 29, 1935,’ the S.E.R.A. (largest relief organi-~ 
zation in San Diego County) contracted for milk through a dealer at 9-1/2 
cents per quart, deliveries being made daily to homes. Subsequent to. 
that date the §.E.R.A. began issuing relief checks directly, according to 


_ budgeting requirements which ore estimated -to cover'all requirements of 


necessities, including milk. Consequently, figures are available as to 
volumes of relief milk only until March 1935, Table 33 presents such frag- 
mentary data as are available relative to the number of relief cases,. the 
number of individual recipients, the volume of relief milk distributed, in 
San Diego County, and the cost of such milk to the relief organization. In 
March 1935, the last month in which direct delivery of relief milk was made, 
26,316 quarts of milk were distributed among 12,645 relief cases, involving 
41,740 individuals, at a cost to the relief organization of $2,500. It was 
estimated that only approximately 52 percent of this case load was within 


the San Diego Marketing Area. 


7?/ Report of Market Administrator, License No. 98. 
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(3) Demand as Pd icaked, PY Bee See sales of Class I milk. 


Table 34. Ae wane the reste ceive volumes of milk in 
pounds” ee Breer est in each class according to the pool computations under 
License No. 98 from February 1935 to November 1935, inelusive. During the 
months of August and November all milk was included in Class I in the pool | 
computations. During the period June l - Nov cry e 30) 1935, only 862 pounds 
computations in Classes ITI and Iv. “In ee six-month period the percent- 
age of total milk pooled reported in Class I varied between 73.5 in the 
delivery period June 1-15 to 100 in each of the four delivery periods in 
August. and November. (See Table 35.) Table 36 shows the estimated total 
sales of butterfat by. classes by all handlers, including producer-handlers. 
The data in Tables 34, 35, and 36 indicate an unusually heavy demand for 
fluid milk during ie six-month perioa eine -'November, 1935. 


oe Saar conditions. 
~ (1) Location of the ‘San Bieeo milk supply area. 


The major part: of. hee San Diego ‘milk supply is’ Reacween 
in San Diego County. Regular supplies: of crean are brought into the mar- 
keting area from the Imperial Valley. in Impérial County, and frequent ship- 
ments of cream and occasionally. of milk are received from. surplus supplies = 
in the Los Angeles production area» A considerable part of.the interior Oe 
San Diego County is designated by the United States .Census Types of Farming. 
study as non-agricultural.8/ The agricultural area of the aes borders o 
the seacoast and centers around the City of San Diego. 


(2) Characteristics of the San Diego milk supply area. 


According to the Census ‘of Agriculture, in 1929, “there. 
were 241 farms in San aoe County listed es dairy farms, the ore size 
of which was 329 acres.’ (See Table 37.) The inclusion of certain large 
ranches in the total from which this average was derived, however, gives 
an incorrect impression ‘of the acreage of typical dairy fa arms in the 
vicinity of San Diego. So-called "sand lot" dairying is characterized by 
small acreages, and herds of 60 to 125 cows may be managed on ranches of 
less than ten acres.9/ According to the Census, in 1929, the average 
number of cows per dairy type farm in San Diego County was 32.2. Milk cows 
constituted 17.6 percent of all cattle in the County. A very small percent 
of cows on dairy farms were of dual purpose or beef breeding types. 


8/ United States Department of Commerce, Census of Aerieniture, Types of 
Farming in the United States.!! 


9/ Report of Market Administrator, License No. 98. 
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Table 34. SAN DIEGO, CALIFORNIA: Volume of milk pooled, by classes, by § 
aT delivery periods, and percent of estimated total 
milk reported, February through November 1935. 


wae one ae tie : : Total "+ Percent butterfat ~* 
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Data compiled from reports of the Market Administrator, License No. 98, 
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It was testified by the County Agent at the hedring 
held December 18, 1934, that there had been a small decrease in oe 
ing in San Diego County since 1930.10/ Production in 1934, gt ing 
to reports of the California State Department of Agriculture, however, 
was higher than in 1931-1933, 2,422,051 pounds of butterfat nea i 
produced in 1934 as compared with 2,104,448 pounds in 1931, 243 ‘ a 
pounds in 1932, and 2,298,237 pounds in 1933. (See Table 382): Pr oduc~ 
tion in 1929, according to the Census, was 62,998,190 pounds of milk, or, 
in terms of 4 percent butterfat in milk, 2,511,940 pounds of butterfat. 
If a lower butterfat content is assumed, however, production inetoeg 
would appear to have been-on about the same level, in which case the 
evidence cited above of declining production from 1930 to 1934 does not 
‘seem to be conclusive. 


In 1929 the production of milk per cow in California 
was 6,450 pounds; in 1932, 6,600 pounds.11/ The data in Table 39 in- 
dicate that in 1929 production per cow on dairy type farms in San Diego 
County was 6,758 pounds as compared with 6,958, the average for: the 
State. Daily milk production per herd on dairy type farms in San Diego 
County was 596.5 pounds in 1929. (See Table 39.) Figures submitted to 
the County Ageiit by the Dairymen's League of San Diego County indicated 
that in December 1934 the average production per dairy farm per day was 
116 gallons, or 997.6 pounds.12/ This, of course, represented a 
selected group of herds rather. than the county average. 


The principal feed used in the production of milk in 
the San Diego area is alfalfa hay, which is purchased in large quantities 
from the Imperial Valley and from Arizona.13/ Table 39 indicates that 
in 1929 the average expenditure for feed per dairy farm in San Diego 
County was $3,562.80. Production under conditions prevailing in the San 
Diego area tends to be much less seasonal in character than in areas 
where more dependence is placed upon pasture. There is a season of 
heavier production, howevey, which extends through the late winter and ~ 
early spring months, and a short season which begins in the hot weather 
of summer and reaches the lowest level in the late summer and fall months .14/ 
There are ordinarily two peaks in the demand for milk in the San. Diego 
Marketing Area;..in the summer months-~July 4nd Aueust--and in the latter 
part: of the winter. In addition, there is an irregular demand factor:in 
the coming and going of the Fleet. Seasonality and irftegularity of demand, 
theréfore, constitute a significant factor in relation to the classification 
and price structure of the market. Inasmuch as the heaviest demand usually 
is in the summer months, shortages apparently are more likely: to ‘occur in 


July and August, due to the downward trend in production at that ‘time. 


10/ A.A.A. Docket No. I-46, Heaning on Proposed License for Milk, San Diego, 
California, p. 66. ) ec ae Se ae os 
11/ Statistical Supplement to Milk Production Trends, No. 8, May. 1933, 
Division of Crop and Livestock Estimates, Bureau of' Agr. Economics. | 
day AsA.A. Docket No. 1-46, p, 66. . : 
13/ Report of Market Administrator, License No. 98, ; 
14/ October and November tend to be the lowest months in production, A.A.A. 
Docket No. I-46, p. 285. - a a, : | 
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Table 38. SAN DIEGO" AnD’ uote COUNDIES, CALIFORNIA: ‘Estimated total 
production of butterfat and 
estimated production of 
specifiéd dairy products, 


ORI TOE ee poo ow AOS TRE 
3 ek eee 
= ime Sloe 2 Ege County = 
Dairy product <VGaTt. Ze ,.9an Diego . : Imperial 
* Pounds of butterfat ; 1931 : 2,104,448 5,374,542 
produced 2 1032 3 . + 2;340,847 5,473,523 
ARS tos ee 2,298,237 5,948 ,053 
Si tio a tie 2,422,052 - 4,570,750 
Gallons of fo TNS eae 4,683,840 WOo,O0e 
Cormercial milk LOGE os _ 4,863,708 652,054 
processed and 2°1933 *s ° " 4,682,562 : 629,194 
bottled ;, 1934 ; 4,976,967: - 613,310 
Pounds of butter : 1931 852,167 4,089,183 
Manufactured Ce So Ue OGG. GRD! : S01 ey Oe 
Pe She op aay oY : 5,951,198 
82 oo ee © + 469,859 : 44267 ,280 
Pounds of cheese sie se oie 29,0355 : 398,973. 
manufactured Se Lgo2 0: | Es “711,338 
Oe se ey 12,3560 1,084,329 © 
: L034 ; TAGS Vfehn oo 1,294,774 
Gallons of ice cream : 1931/3: 625-513 16,349 
Manufactured Seb ooe 402 ,083 8,826 
Sih OS oe ary 479,239 8,255 
HAR INS 472,559 9,440 
: : ergs 2 ele 
Compiled from "Statistical Report .of California Dairy Products", Lola : 
1932, 1933, and 1934, California State Department of Agriculture. ‘« ef 
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Bt EN ee 
§ ke ; : 
The nothods.. uso? in, soto! Auction in the dan Diego area 
should be conducive to rather prompt . TES} ‘onses to changes in the profit- 
ableness cf dairying, but it ‘is not cic ae that the, relatively low prices 
received by producers in 1933 and 1934 had any marked ‘offeet on total 
production. Testimony was prescntcd at the hearing,» De¢enber PS LOS. 
to the effect that, while certain wholesale producérs had"gone out of 
business,: there had jbegn™a ‘temtoney for their herds to be merged with 
other existing herds. 15/ sy ac Tah 


% j ate 
(3) “Ubilization of milk in the San Diego supply area and 
jnearby « eas. « cay. ae 
: The disposition of milk produced on: farms in San 
Dress County, in other southern ‘California, counties, and in the State of 
Ceriornis’ is shown in Table 40...In San Diego County, out of 
02,469,658 pounds of milk “produced on. dairy farms in 1929, 48, 184 063 
pounds were sold as whole milk. With the exception of Imperial and Kern 
Counties, the other southern California counties ‘listed disposed of a 
Similarly high percen tage. of the mili produced on: dairy farms as » whole 
milk. 


(4) " Producers’ marketing organizations. _ 


; There are two producers! associations, the Milk 
Producers! Association, ine a. and the Dairymen's League of Sdn, Diego 
County. The former, incorporated June'14, 1917,:-was the only associa- 
tion in the market until]. 1932, when a group of independent wholesale 
producers, who were supplying approximately 40 percent of the milk in 
the market, organized the Dairymen'ts League. The'‘two associations, then, 
controlling approximately 8Q. percent of the total volume of milk in the 
San Diego County ,; formed. the San Diego Milk Pool in the fall of 1932. 
Experience in organized marketing was gained in the operation of this pool. 
The producers associated in its: operations controlled approximately 95 
percent of the wholesale sales by producers in the market and adopted a 
policy of furnishing dealers with the. exact quantitics. of fluid milk re- 
quired and of partially’ processing milk to be used for other purposes so 
moat, in addition to performing a valuable service to handlers, thoy were 
Besurod that there was little question ey Ts Peper ted: as used in 
lower classes was aera so used. ey 


‘Table 41 shows that ‘members of the producers? co- 
oporative associations supplica 82.9. percent of the total quantity of 
milk pooled during the eleven-month period February 19355-December 1935. 
In December 1938 mombcrs of: the-association supplied 86.9 percent of the 
total quantity pooled, which was the largest percentage | supplied by 
association members SE te month in the PRs aaa period. 
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Table 41. SAN DIEGO, CALIFORNIA. :Volumes and percentages: of total milk 
pooled by wéemberS 4nd nonmembers of Cooperative 
Milk Prodti¢ers' Associations in the: San.Dicgo 
Marketing ‘Area, February 1935-December 1935. | 
Fe eon hice ae “ : 


4 
avers 


i ~~ a. - ks = e i —— ann ae ik : . Z ; : 
" Porcont of : Producers not },:Percen} ¢ Total 


: Members of Lied a fe : » 
Yoar : Cooperative Milk :_, total :-mombers of the':of total: milk 
and : Producers! > milk. associations .:milk: .. : pooled 
month Associations 2) Vpooledey?: :pooled. 5 
"pounds of B.. Fs: Porcont :pounds Ber. 
_ 1955 : : os 
February 101,507.95 80.0 eo S16 .eo : 20.0 ° :126,824.80 
March 105,564.40 75.8 34,641.52 : 24.7. 3140,205.92 - 
April 101,008.29 7501 33.430.69 1° 24.9 .:134,438.98 
May 99,757.50 8326 . 19.555.48 : 16.4 3119,292.98 e 
June 94,023.86 8621 15,201.40 : 13.9 109,225.26 
July 97,108.44 B4 66 17 651 8 > 45.4 ¥-t114,760.15 
August 98,689.70 84.9 17,607 .44 : 15,1 .-2116,297 14 
September 91,787.14 86.0 :. 14,989.79 2: 14,0. S106, 7iGaee 
October 95,239.18 . 86.8 we 14 452,07 2, 13.2- 809,691.25 © 
November 94,813.22 Weill : 15,313.08 :. 13.9 - :110,326.30 
December 100 ,308.02 ‘ 86.9 £2 915,058.08 13.1-> :115,366.41 
— te : ° < : s 1 a ; 
Total > 1,079,807.70 82.9 =) 825,198.42) 17.1. 31,308,006 Jam 
iee! months) : rok > \ abet the eats a 
—————— — ee ; nS ices 
Compiled from reports of the Market Administrator, License No. .98. 
» 
We i 


& 


ar i i 


W - BY a 


(5) Handlers in the San Dicgo Marketing aréa. 


‘During the period in which License No. 98 has been effec- 
tive a total Oleg: handlers and 43 ‘producer-handlers have operated in 
the San Dicgo market. ie According to information furnished by the Mar- 


PF ket Administrator, 9 of the 43 produccr-handlers were operating pas- 


teurizing plants. Approximatoly 40-45. percent of the milk in the San 
Diego market is handled by handlers who are not also producers, and 
55-60 percent by producer- handlors. 


A handicr's organization, known as the Milk Institute of 
San Diego. County, an unincorporated body, simply organized, and serv- 
ing the purpose mainly of considering trade practices and advertising 
campaigns, had been functioning for some time prior to the ne teens on’ 
a proposed license, held December 18, 1934.28/ 


(6) .Transportation of milk, Sait Diego Marketing Area. 


A small percentage of the supply is hauled by the produc- 
cers who produce it, but the greater part is hauled by trucking: compan- 
Les, who. arc franchised carricrs under the control of the Railroad Com- 
mission of the Statc of California. Rates charged are fixed by the 
Commission.i9/ No distributors in the area operate hauling services 
and shippers apparently are unrestrained in sclecting their eet 
tation scrv 3998 20. “Certain rates in effect as of Docomber 1934, are 
as fallows 22 


Miles distant Rate, as 10 gallon 
‘lath Cent saute 
San Luis Rey 45 50 
Santa Ysabel - mal 45 re Gee 
Ramona 38 15 
Escondido 35 17s 
Lakeside ma Ae LO 
El Cajon : 15 10 
Swectwater iB i» Les 
Oceanside 40°  - bo 
El Monte 88 * 16 


As of September 1935 the following rates were charged for haul- 
ing cream from specified sources of supply: To San Diego from Los An- 
geles, £0 cans or more, including refrigeration and return of empty 
Gans, 26.9 cents per can; to San Diego from El Centro, 25 cans or more, 
including return of empty cans, not. including DEPT ROTO ROP (shipper 
could ice at own expense) 37 nents per can, 


17/7 Report of Market “Administrator, License No. 98 
18/ A.A.A. Docket No, L-46, p. 211. . 
19/ A,A.A. Docket No. L+46, p. £48, and report of Market Administrator, 
~ License No. 98. 

20/ Prter submitted by Felix M. Landis, A.A.A. Docket No. L-46. 

ZL) Stbids | 


“= 88 - 
(7) Sanitation regulations. 


sanitary control of milk dnd.éream te a responsipt tity Onna 
the California State Department of Agriculture. All milk produced in 


gan Diego County, and all milk offered for sale in that edunty, must be — 


produced under conditions that are described in the Agricultural Code 
of the State as constituting Grade-A raw milk, plus the additional re- 
quirenent that all milk sold in the San Diego area must be produced in 
a county that is legally a tuberculosis-free area under State lav. 


_..In accordance with the State law, the following grades of 
milk have been-sold in San Diego County: Certified, Guarantced, Grade-A 
raw and Grade-A. pasteurized, Table 42 shows the requirements for each 
grade of milk. The minimm butterfat content of market milk for con- 
sumption in the city of San Diego is 3.5 percent and the minimun solids- 
not-fat requirement is 8.5 percent. The minimum butterfat content re=- 
quirements for table cream is 18 percent; whipping crean, 26 percent; 


and the solids-not-fat requirement for Gradc-A cream 1S 8.05 percent. 


‘The dairy score of Grade-A cream is required to be not less 
than 70 percent on the “Dairy Farm Score,Card." Milk for Grade-A cream 
must be produced from tuberculin tested cows, and must be delivered to 
the plant within four hours after milking. The building requirements, — 
however, are not so stringent as those for Grade-A milk. The bacteria 
Minit is 150,000, or throe times that provided for Grade-A nilk. Milk 
may not be brought into San Diego County and then separated for market 
crean, but milk meeting all of the requirements of the San Diego health 
ordinance may come in from outside areas. 


(8) Supply and demand conditions of immediate significance: in 
relation to the prices provided by the proposed marketing 
agreenent . 


“As has already been shown, the San Diego marketing area 

has experienced unusually heavy demands for fluid milk and cream during 
the past several months. Reopening of the Califormia Pacific Interna- 

tional Exposition on February 12, 1936, should draw more than the usual 
number of tourists and sight-seors and thereby increase the demand for 

milk. Improvement in employment and business conditions is expected to 
take place during the coming months, which should have a similar stinmu- 
lating effect on demand. i 


On the supply side, the most significant development in re= 
eent months has been the tuberculosis cradication program, which has had, 
the offect of removing from production a large number of cows in San | 
Diego County, necessitating that producers go to considerable expense 
for replacements. Associated with the raioval of tubercular cows fron 


herds, also, has been the tendency toward higher average butterfat con-. "~~ 


tent of milk delivered to the San Dicgo market, Tho. result of the lat-— 
ter has been to place a promium upon skim milk by creating a skin nilk 
shortage. | 
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The prices of rost Sete Posaciere. as ‘reported 
4ingeles market, were considerably’ lower in the: fall of 1935 than 
emiot: LOSd; (Sec Table 43.) ‘ According to Unitod States Depar 
of Agriculture estinates, as published in Crops and Markets, Dec 
1955, alfalfa hay production in California and Arizona incroaso 
as Bape od CP iy 4984. California production of alfalfa hay ’ a 193: 
however, was below the five-year: ‘average, 1928-1932. The. ‘November 1 a 
ELce of iifo presse alfalfa hdy at-Los Angeles was pl6. 00 per ton, as co 

with $17.30 in November 193%. It would appear, therefore, anes gegen, 
feed prices would tend:.to be a stimulating, rather than a depressing, 


per factor in any possible inerease an. 1 ti Le product ton: which iene ey © place” 
Pa. age) ee San. he eee production are 
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D. Conclusions relative to the proposed minimum prices to producers: 


(1) The Class I price. | | x 


A ae ie » Available.information, as set forth in the preceding vages, 

“tends to support the conélysien that the Class I price of Gl (ea amen. 

'; butterfat, which has béen-'in effect under the terms of License No. 98 since ° 
June 19, 1935, has tended toward the maintenance of an adequate supply of 
milk, but has not had the effect of unduly stimulating production. While the 
‘market has been enjoying a period of unusually heavy demand, the presence of 
‘certain obviously temporary factors in this demand, appears to justify the 
continuation of the Class I price on the existing level. 


(2) The Class II price. 


The proposal of a Class II price equal: to the f.o.b. market 
"Grade A" cream price has been made possible by the establishment of a cream 
price reporting service by the United States Department of Agriculture. 
Considerable volumes of "Grade A" cream are received regularly from outside 
the San Diego production areas (Soe table 44.) Under the terms of License 
No. 98 and agreements supplementary thereto the effort has been made to 
maintain the pricé of Class II milk in the proper relationship to "Grade Al 
eream. This purpose is definitely accomplished by the proposed Class IT 
price formule. In most markets skim milk is not generally regarded as 
valuable enough to cover the cost of processing milk into cream, but the recent 
heavy demand for skim milk in the San Diego market indicates that handlers 
should be well able to take any local surplus over fluid ‘milk requirements 
in preference to "Grade A" croam received from other areas ag créam. 
a In recent months the margin over the butter price which has 
been paid for "Grade Au cream f.0.b. the market has been somewhat wider than 
in 1933 and 1934. ‘his has tended to reduce the differential between the 
price of Class II milk and the price of Class I milk, notably by an agree- 
. ment. among handlers which, since July 1935, has caused Class LTemidie tobe 
Paid=for ‘atthe same prices, per pound butterfat as "Grade All cream. Should 
local ‘milk supplies increase markedly, or should demand decline so that the 
surplus over fluid milk requirements assume Significant proportions, there 
oS a bossibility that the Class II formule might have to be changed. Present 
conditions indicate, however, that it should be possible to maintain for some 
time Class II price equal to the "Grade A" cream price, per pound butterfat, 


(3) The Class III price., 


AS In the case of Class II. milk, there has been an effort 
in the past to maintain the price of Class III milk in a competitive re- ; 
lationship with "Grade B", or manufacturing, cream. At times when the ww 
prices of Class II and Class III milk have become high in relation to a 
“UGrade A" and "Grade Bl cream prices, respectively, local producers have 
tended to-lose in the competitive struggle with cresm producers in near-by 
cream producing areas. Consequently the proposed formula will accomplish 
exactly, what heretofore has been eccomplished imperfectly, by price 


Table 44. Volumes of milk and grade "A" cream received in the 
San Diego, California, market, from outside the 
San Diego production atea by months, February to 
December, 1935. 


Milk eG Grade "A" cream 


Month Pounds butterfat Pounds butterfat 
February | hy 15, 847 .62 
March 20,483.18 
April 20,499.37 
May 16,985.31 
June 2,114.95 35,913.95 
July Loko 40,587.31 
August 6,519.65 42,961.35 
September Wee 18 34,073 52 
October 9,984.98 24,748.68 
November JASNA EAT TS 19,715.80 
December 13,685 .48 


Compiled from report of the Market Administrator, License No. 98, 
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‘ormulae based on the price of 92-score butter in the Los 


| As in the case of the "Grade A" cream price, the "Grade BU 
_ price margin over the price of 92-score butter has recently been somewhat 
_ Wider than in 1933 and 1934. 


f The proposed minimum price schedule in conjunction with the 
_ proposed classification, constitute a pricing arrangement which appears 
reasonable in relation to the available information concerning current 
supply and demand conditions in the San Diego market. Necessary caution 
is being observed, it is believed, with respect to the probably temporary 
character of the highly stimulated demand situation. This element of 
ceution is apparent in the proposal to continue the Class I price on. the 
same level as that existing and to relate Class II and Class III prices 
_ directly to the prices of cream on the open market. 
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PART VI 


Other Provisions of the Proposed Marketing coe iea 
_ far the San Diego Marketing Area 


qe 


oe Terms defined by the proposed marketing aveanenice ee 


"Person" means any individual, partnership, . corporation, ass ocia- 
tion, or any other business unit. In the milk industry, practically 
all types of business organization are to be found. Hence, it is neces- 
sary that all possible types of business. organization be specified and the 
proposed marketing agreement be made applicable thereto. 


"Producer" means any person, irrespective of whether such person 
is also a handler, who produces milk in conformity with, or subject to, 
the health requirements applicable for milk to be sold for consumption as 
milk in the San Diego Marketing Area. Milk which does not meet these re- 
quirements cannot legally be sold as milk in the San Diego Marketing 
Area, hence the handlers of such milk should not be parties to any agree- 
ment relating to such milk. “But all milk which meets the health. require- 
ments is in actual or potential competition with all other such milk, and-: 
handlers of such milk must be parties to any agreement for such to be 
effective in regulating the handling of such milk. 


"Handler" means any person, irrespective of whether such person 
73 2 producer “or an association Of producers, wherever located or operat= 
ing, who engages in such handling of milk, which is sold as milk or cream 
in the marketing area, as is in the current of interstate or foreign com- 
merce, or which directly burdens, obstructs, or affects interstate or 339% 
foreign commerce in milk and its Pear ‘ 


One of the major objectives of this proposed marketing agreement . 
is to place all handlers on a comparable basis with respect to the 
minimum purchase price they are required to pay for milk sold in the » 
several use classes. In. order to do this, all competitive factors in 
the market must be directed in a rational manner so that the market oper= 
ates efficiently and losses engendered by unrestrained, unfair competi~ 
tion are eliminated. In order that this major purpose may be accomplish-—: 
ed, all persons involved in the hendling of milk and its products in 
it eretate commerce, or so as to burden, obstruct, or affect interstate 
commerce, should be parties to the agreement. All types of aumen ae 
setups and orgenizations are found. Hence, the definition of a handler 
must be broad enough to include all those persons who are in Semotition 
with each other so that no provision of the proposed agreement would be 
discriminating in effect with respect to different firms or persons. 
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B. Market Administrator and provisions relating thereto. 


Selection, removalsand bond. In order ‘that the Secretary can 
be asSured that the administration of the proposed marketing agreement 
is being carried out without any bias in favor of or against any group 
in the San Diego Marketing Area, it is necessary that he appoint the 


Market Administrator. This: procedure is followed in all Federal milk | 


licenses, due to the fact that it proved more feasible than other types 


of administrative organization. The person selected needs to be’ one | 7 
of wide experience and one. with complete understanding of the marketing 
system provided by the proposed'marketing agreement. In order further 
to insure unbiased administration of the proposed agreement, it is nec-. 
essary that the Market Administrator, selected by the Secretary, be yey, 
subject to removal by the Secretary and.only by the Secretary. For curs 
ther assurance to all concerned of the faithful and honest performance 
by the Market Administrator of his duties, the Market Administrator is. 
required to execute and deliver to the Secretary a bond in such-amount 
as the Secretary may determine, with surety thereon satisfactory: to the 
pecretary. ~ ‘i 


Compensation. The Secretary, who selects the Market Administra- 
tor, should also be the one to determine a reasonable compensation for 
the Market Administrator he selects... The Market Administrator being . 
necessary for the proper administration of the proposed marketing agree- 
ment, his salary is considered an expense of administration. 


Duties. In order that there shall be proper administration of 
the proposed marketing agreement, the Market Administrator must: 


1. Keep such books and records as will clearly reflect the fi- 
nancial transactions provided for in the proposed marketing agreement. 
In order for the Secretary to be assured, and to assure producers and 
handlers of proper administration of the proposed marketing agreement, 
the books and records of the Market Administrator must be subject to 
his examination at any and all times. Only by being so assured can 
the Secretary know definitely that the agreement is effectuating the 
policy of Congress as stated in the Agricultural Adjustment Act. 


©. In order for the Secretary to be informed, furnish such in- 
formation and verified reports as the Secretary may request. 


3. In order to assure that his duties, for which the secretary 
is responsible, are being properly carried out by his employees, ob-— 
tain a bond for each employee who handles funds entrusted to the Mar— 
ket Administrator under the provisions of the proposed marketing agree- 
ment. Most of the money handled in the Administrator's office belongs 
to handlers or producers, and the bond would cover possible losses to 
them. This insurance being necessary to the proper administration of 
the agreement, the expense of such bond should be a part of the expense 
of administration. 
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4. Publicly disclose, except as otherwise directed by the Secre- 
tary, the name of any ie who has not: 


(a) Made reports Papen nt to article V of the ‘proposed market— 
ing agreement. These reports are the only way in which the Market Ad- 
ministrator can determine :in a reasonable length of time sales made by 
each handler in each clase, ete. These reports are necessary in order 
that prices. to producers. be computed by. the Market Administrator and 
the purpose of the proposed marketing agreement be effectuated. If 


~the. handler pays his producers. without filing these reports, other hand- 


lers and also the producers should be informed that that handler had 
not.filed reports and that the Market Administrator could not determine 
ae the handlér had paid the correct price for his milk. If the produ- 
cers are not,so informed, they might assume that they had been paid the 
correct price. The Market Administrator must make it known that he 


had not verified the prices ay and, therefore, was not responsible 


for its correctness. 


(b) Made payments vursuant to article VIII of the proposed mar- 
keting agreement. The Market Administrator obtains information to com- 
pute the price that shall be paid by each handler and also obtains in- 
formation as to what price was paid. With no notice to the contrary, 
& producer might assume that the price he received was the one to which 


_ ne was entitled, when in fact it might be different from what the Mar- 
ket Administrator had computed as being correct. Because the producer 


might make such an incorrect. assumption, the Market Administrator mus t 
notify such producer that the prices paid by the handler were not those 
computed by the Market Administrator. All handlers will be in the same 
competitive position only if they pay the price as computed by the Ad- 
ministrator. The other handlers in the market, in order to be on equal 
competitive terms, must know the names of ieee COS ia who have 
not paid the same price for milk as they have. 


C.., ‘Inter-ha mdler sales. (Section 2 of article III of the BERR 
marketing agreement.) 


- Article III, section 2,22/ plies that milk Lath by a handler | 
to another handler shall be presumed to be Class I milk unless the sel- 
ling handler submits satisfactory proof to the Market Administrator _ 
that such milk was sold, used, or distributed by the purchasing han- - 
G@ler otner: than as ‘Class 1, in wnich case such milk shall be classi- 
fied accordingly. It is one of the fundamental objectives of the pro- 


posed marketing agreement that all handlers shall pay uniform prices 


for their milk according to the use ‘to which itvis put. 


The routes of milk from producer to consumer are so: ‘intricate ey 
and varied that as a practical necessity the sale of milk must be clas- 
sified at some focal point in the routes. In this way only can the 
Market Administrator be sure that some handlers are not purchasing milk 
at Class II or Class III prices and using it as Class I milk. Provis- 
ion is also made thet milk sold by a handler to another handler for 
uses other than Class I shall be priced'in accordance with such USES 
22/ For discussion of the classification provided in the proposed — 

marketing agreement, see Part V. 
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D. Equalization of fluid milk sales. among producers.” 


The uge plan.ofpayment for Pale Sie DAL ae eee - 
on an equitable competitive basis, and equalization of f ud aes re 
is intended to do.the/same thing for all producers. Equalizati ate 
fluid milk Sales is. simply an extension of a plan a has been aa (% 
ly employed by handlers and cooperative creameries. If a Coens Pk 
creamery sells 75% of its milk as whole milk and the ae: i ie, 
it does not pay 75% of its producers the fluid milk price for a yee : 
and the remaining 25% the cream price for all their milk. ae oat nes | 
obviously would be inequitable. Instead, each producer is pai 1€ wh a 
milk price for 75% of his production and the cream price for the hee g 
25%. Under the proposed marketing agreement the fluid milk sales 0 e 
whole market are distributed among all producers in the milk shed inex 
actly the same way as though they were all members of a cooperative associa~ 
tion which equalizes its fluid milk sales among its members. 


In the paat, the lack of any plan for an equitable distribution 
of fluid milk sales emong all producers was one of the principal causes 
of unsatisfactory conditions in the San Diego Marketing Area. A handler's 
ability to pay his producers a favorable composite price, as compared with 
the price of competitors, has depended largely upon his not having SO\y | 
great a volume of surplus sales as his competitors. If, by cutting prices, » 
& producer succeeded in selling a large percentage of his milk as fluid 
milk, the composite price received would be higher than that of another 
producer who received the full market price but carried a larger percentage 
of the surplus. Thus a handler could cut the price of fluid mil in the 
city and still pay & composite price in the country, as high or even higher 
than that of the competitors who did not cut prices. 


The actual operation of the equalization plan is simply a means 
of distributing equitably among all producers the classified value of 
the milk sales in the market by all handlers. With a 40% surplus over 
Class I sales in a market, each producer should get surplus prices on 
40% of his deliveries. The Class I, Class II, and Class IIt sales are 
not distributed equally among handlers. One handler may have no Class I 
sales, yet hig producers are entitled to the Class I price for 80% of their 
deliveries. But another hendler may sell 100% of his producers! milk ag é 
Class I and his producers, if they cre to carry the same amount of surplus 
&s other producers, should get the Class Tr price for only 60% of their 
deliveries. This is accomplished through the maintenance of an "equalization 
account" by the Market Administrator. <A given handler might conceivably 4 
dispose of milk in each class so that the percentage of his total sale. 
and uses in each elass would equal exactly the percentage of total sales 
and uses in the entire market in each class. Such handler would neither ‘ 
pay into nor receive from the equalization account. But a handler whose Class ; 
I sales are high in relation to the average of the market would pay into the 
account and a handler whose Class I sales are low in relation to’the average 
would receive from the account. 
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The whole plan works exactly’as if all handlers paid into a pool 
the value of: (1) Their volume of Class I milk times the Class I price 
plus the volume:of:their Class II milk times the Class II price, plus 
the volume of: their: Class.:III milk times the Class III price, whereupon 
the total sum would be distributed equitably among producers according 
to their deliveries. The Market Administrator's office acts merely as 
a clearing house for transactions. Thus there remains room for any gains 
through superior quality. or differences in efficiency of any individual 
handler, because any: gain from.opéerations after the milk has passed the 
receiving room door-is retained by the handler.and not shared by the rest 
of the market... : 


EZ. Computation, accounts and payments. 


_ Article -V of: the proposed marketing agreement. sets forth three 
types of ‘reports which handlers are required to submit and provides for 
the verification of these reports. The necessity for all these reports 
and for their verification becomes apparent with. the realization of the 
nature of a milk market and practical oper-ting problems which arise in 
making effective the class prices in the payments to all producers of 
uniform prices which reflect the utilization of milk by all handlers. 


Section 1 requires handlers to submit reports on or before the 
fifth day after the end of each delivéry period, showing, in such de- 
tail end form as the Market Administrator discovers to best fit. the 
particular conditions, the information as to ell milk or cream received 
by handlers and the utilization of such milk. With this information 
before him, the Market Administrator is able to determine for each han- 
dler the classification of. the milk, the total payment to be made to 
producers therefor, and, after combining the total payments of all han- 
dlers, the uniform price which will distribute such totel amount of 
money to all producers who delivered the milk to all handlers. 


Section 2 provides for other reports with respect to producers 
delivering milk to a handler. These reports enable the Market Admin- 
istrator to secure needed information with respect to producers after 
2 handler has newly become a party to the agreement or to request in- 
formation not already in his hands, which is needed for full knowledge 
in order to effectuate and to determine the effects of the agreement 
in relation to the policy of.the Act. The second report provided for 
under section 2 requires that exch handler report to the Market Admin- 
istrator upon first receiving milk from’ any producer who has not pre- 
viously shipped milk to that handler, in-order that the Market Admin- 
istrator may keep his records up to date with respect to the producers 
delivering to each handler and to the coming into the market of produc- 
ers who did not market milk regularly, for thirty days pricr to the ef- 


fective date of the marketing agreement. 


“ . Section 3 provides for the regular reporting by handlers oftheir 
payments: to producers for each delivery period in the form of a copy of 
the handler's ‘producer payroll. Such a report expedites the routine 


bo 16 


checking of compliance with -the marketing agreement and provides in an’ 
economical way the information necessary for the Market Administrator 


t 4 


to maintain adequate.producer records. 


_ Section 4.provides ‘that each handler shall: permit the Market Ad- 
ministrator to verify the information contained in all reports. The im- 
portance of routine verificsntion of all reports is readily understandable 
in view of the intricate and detailed transactions which-are inherent in- 
the milk business. Where errors both wilful and accidental may ‘so 
readily creep in and affect the returns to producers, successful opera- 
tion of o marketing agreement will depend to a large degree upon the 


&S + 


extent to which the Market Administrator assures himself of the correct- 
ness of the. figures, supplied him in the reports and‘of the correctness: 
of the sampling, weighing and testing for. butterfat of the milk which 
is delivered by producers. Such routine verification is thus extremely 
necessary for the. effectuation of the provisions of the marketing 


agreement. 


The vrovisions of article VI of the proposed marketing agreement \ 
relate to handlers who are also producers. Section 1 prescribes the 
méthod by which the Market Administrator is to include in the pool com . 
putations the milk purchased by such handlérs from other producers. 

The milk produced by such handlers is not included in the pool computa- 
tions. After excluding milk purchased from other handlers, milk pur- 
Chased from producers is to be apportioned to each class according to 
the ratio which such handler's remaining total sales in each class bears 
to his remaining total sales in all classes. It is necessary to accord 
such special treatment to milk purchased from producers by handlers who 
are also producers, as such milk is intermingled with the milk produced 
and it is necessary to allocate it as among the three classes upon a 
reasonable basis. 


Article VII of the proposed marketing agreement: is purely admin- 
istrative in nature but necessary in order to set forth definitely the 
procedure by which the Market Administrator is to translate the class 
prices into.uniform prices to all producers. : a 


Section 1 of this article provides for the computation of the 
total value by classes of all the milk purchased by any handler to de- 
termine his total obligation to producers for milk purchased. 


Section 2 provides for the computing of the uniform price per 
pound butterfat to all producers delivering to handlers, which will , 
distribute the total value of milk received from producers by all handlers. am 
The Market Administrator is required to notify all handlers and publish ~ 
the uniform prices in effect for any delivery period on or before the 10th 
day after the end of such delivery period. The Market Administrator is 
thus allowed five days from the time of receiving reports of handlers for 
the necessary computations.- The announcement of the price on this date 
allows a period of five days after receiving notice of the price before 
payment is required to be made to producers as a reasonable time for the 
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Pe rical. bisa necessary’ off the part of handlérs.in preparing checks and 
statements for. distribution to Perera se The. series of computations is. 
as follows: eee yu eee i 


Ub Guns 
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mm Combine into one total. the obligations computed for all’ 
handlers who are not in arrears as to any payments for the previous de- 
livery period. Thus, is made up the total market pool or the total 
amount of money to be distributed by means of the uniform prices. If 
a handler should fail to pay to the Market Administrator that part of 
fs (total. obligation which is'to be paid to producers by way of the 
Market Administrator, the paying out of the pool will be reduced ‘by 
that amount. If a handler: has ‘so failed in one delivery period, it 
is reasonable to expect that he. may repeat his failure in the next.. 
Experience in operating market pools under licenses has shown that: 
handlers will tend to make their. reports and then fail to make the. pay~ 
ments, making necessary a further. guide to the make-up of the pool than 
that of having a report in hand. Such a procedure, prescribed for the 
Market Administrator, in no eee ca pout the handler in his violation 
OR the. agreement ; 


ee The payment to certain ‘producers for their milk at the Class . - 
et price being prescribed, ‘it is:necessary to subtract from the total 
pool the amount ahs money which. is prescribed to be paid out in these 
CASES « . 


.3.. There is now left inthe pool the net amount of money to be 
divided over all the milk which: was. delivered by producers. This sum 
is divided by the remaining quantity of milk, the result being the 
uniform price per pound butterfat. 


. 4. There is a contingency, however, that not all of the han- 
dlers will make the portion of the. payment to producers through the Mar- 
ket Administrator which is prescribed in.article. VIII. To cover such a 
contingency the Market Administrator, is authorized to deduct from the 
rate per pound butterfat ‘an amount between 1 and 12 cents. This with- 
holding of. part of the price as computed is not ultimately a deduction 
at all but a deferring of the full payment until the money is: sure to be 
in hand. . aA 


Oo. Paragraph 5 of the computations is a companion to paragraph ':: 
4 and to section 3 in providing for the distribution of all money in 
hand for producers up to the next preceding delivery ee but one. 
By this means all of the collections for which the 1- lz cents per pound 
butterfat was set eside are distributed each delivery Perea? (one delivery 
period intervening) es the collections-are made. It is more important to 
consider, these three provisions in the light of the ‘practical | operation of 
the plan than to consider them in the. light only of possible wilful 
violations of ‘the proposed marketing agreement. Inevitably some reports: 
will be late, some payments will fail to reach the Market Adminis— 
trator on time, and errors will. be made,.in both reports and payments. 
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These three provisions give the Market Administratof & method by which 
to meet the practical prohlems which will arise in é¢onnection with the 
pool and still preserve practical equity in the distribution of money 
as among producers. The blended‘price announced by the Market Adminis- 
trator, therefore, represents the pooled utilization of milk for the de- 
livery. period less: 1-l}-cents, plus whatever hitherto uncollected money 
has come into the.Market Administrator's hands for previous delivery 
periods. ye Ps Gea ai 

Article ‘VIII of the proposed marketing agreement provides that 
the minimum class prices shall be paid by handlers for each delivery 
period not later than the.15th day following the delivery period in the 
form of uniform prices-to all producers. Paragraph 1 of section l, 
therefore, provides that. each producer’ shall be paid the uniform price 
per pound butterfat and paragraph 2 provides for the payment to producers 
who have not regularly sold milk within the marketing area or to a 
handler for a period of thirty days prior to the effective date of the 
proposed marketing agreement at the Class’ ITI price for all the milk 
delivered during the’ period from the first delivery of milk until the 
end of two full calendar months thereafter. Such 2 provision, authorized 
by the Act, is based upon the characteristics of a milk market and of the 
necessary preparation which the dairyman must undertake to fit him for 
supplying the milk market with regular quantities of accentable milk. 
The provision serves as a measure of protection to the dairyman who might 
be induced to make such preparation by a handler, later to be cast adrift 
by the handler when his purpose has been served, and further, as a period 
of reasonable apprenticeship during which the dairyman may demonstrate 
his ability to meet the obligations inherent in supplying a milk market 
and thus be in a position to secure real benefit from the regulation of 
handlers. 


Paragraph 3 provides for the completion of the payment by each 
handler of the full: classification value, but no more, of the milk re- 
ceived, as the handler made use of it, by paying to or receiving from 
the Market Administrator the difference between his payments direct to 
producers and the classification value of his milk. Thus, when all of 
the payments set forth in article VIII have been made, each handler 
has paid the minimum class prices uniformly with all other handlers, 
and producers have received uniform prices for milk delivered. 


F. Expenses:of Administration, (Article IX of the Proposed 
Marketing Agreement.) 


The market administrator must necessarily incur many expenses 

in his operations: he must maintain a personnel sufficient to (a) 
compute periodically the prices to be paid by handlers to producers, 
(b) record and audit the sales reports of handlers, and (c) provide for 
contact work with handlers and other parties in the market. 


Table 45 shows the cost incurred in the administration of License 
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Table 45. Expenditures from the administrative fund under License 
No. 98, San Diego Sales Area for the tae February 1, 1935 to 
December.. Ol, oe . 


: 

) Expense item — a) % : Amount 

b aif Af e Dollars 
Salaries | - | 4,520.13 
Auto and travel expense 298 «20 
Furniture and fixtures 254.10 
Rent 3k 440 .00 
General expense Velie 

: Total 6,633.55 

. Cost per pound of butterfat .00385 


Compiled from’records of the Market Administrator, License 
No. 98. ; 


Ni a i, wig 
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No. 98 during the period July 1, 1935 to December 31, 1935 on a check- 


off of one-half cent per pound of butterfat. The total cost of admin- 
istration amounted to $.00385 per pound of butterfat. 


Article IX of the proposed marketing agreement for the San Diego 


Marketing Area provides that each handler pay to the markét administra- by 
tor a sum not exceeding one (1) -cent.per. pound of butterfat, the monies 
so obtained being. used to cover the cost of admin strat ion-of. the, pro= « 4 


posed marketing agreement. The exact amount per pound of butterfat is 
to be determined by the market administrator subject to review by the : 
Secretary. In view of the experience gained in the administration of 
License No. 98, it appears that the maximum charge for meeting costs of 
administration, one cent per pound of butterfat «s specified in Argicle 
IX of the proposed marketing agreement is reasonable. 


Ge Unfair methods of competition. (Article X of the proposed 
ee agreement.) 


By the terms of Article X of the proposed agreement each handler 
is to refrain from any practices with respect to the transportation of 
milk, or the supplying of goods or services to producers from whom milk 
is purchased whieh would tend to defeat the purposes of the Agreement. 
The main opportunity which a handler would have of defeating the purposes 
of the agreement, without pens violating its price provisions, would be 
to charge exhorbitantly for’ services or goods furnished producers or to: 
furnish goods or services to certain producers on different: terms than to 
others. This provision of the agreement makes it clear to agreeing han- 
dlers end to producers that no party to the agreement is to violate the 
agreement through practices which do not come directly under the control 
of the Market Administrator. 
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Technical Paver No. 1, Dairy Section, 
Agricultural Adjustuent Administration, 
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THE PRICE STRUCTURE FOR MILK 


by 


bo sri! Tear, + i, 
BR. We Gaumnitz L/ 


and 
QO. M. Reed 2/ 


introduction 


One of the most important and perplexing problems encountered in milk 
narketing is that pertaining to the classification of milk. This problem is 
nerely one of many, although fundamental and probably the most important, 
‘hat may and perhaps must be approached through a study of the price struc- 
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This paper was written for use in connection with marketing agreements 
and orders for milk. Hewever, numerous questions have arisen pertaining to 
she classification of milk, the price structure, and related problems, and it 
is for these reasons that this paper is made available at this time. 


This analysis of the price structure has been developed under assump- 
tions of competitive conditions. Numerous details have been omitted in the 
interest of brevity and in order that the discussion be suitable for general 
use. The analysis will be expanded as rapidly as possible, and the later 
phases of the work are to deal primarily with the price structure when the 
assumptions upon which this paper is based are varied. 


The authors have receivod aid from several persons in the development 
of this paper. Dr. Warren C. Waite helped draft the paper in all but the 
latest stages of its development, and Dr. Harold B. Rowe contributed many 
valuable suggestions relative to the technique of the analysis. Others have 
dade fruitful suggestions and have aided materially in editing the paper. 
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G3 Chief, Dairy Section, Agricultural Adjustment Administration, United 
States Department of Agriculture. 


e/ Senior Agricultural Heonomist, Dairy Section, Agricultural Adjustment 
Administration, United States Department of Agriculture. 


THE PRICE STRUCTURE FOR MILA FOR Tid COUNTRY AS A WHOLE 


A complete analysis of the price structure for milk for the coun- 
try as a whole would fill a rather sizable volume. However, for the 
purposes of this paper, it is unnecessary to devote a great deal of time 
and space to the developiment of such an analysis. All that is intended 
in Part I is to develop a rather general treatment of the price structure 
for milk for the country as a whole, in order that the analysis cf the 
price structure for milk within a milk shed may be approached more satis- 
Facvor. Ly. 


An explanation of the price structure for dairy products for the 
country as a whole involves consideration of (1) the conditions affecting 
the demand for milk, and (2) the supply characteristics of milk with 
respect to the localization of particular phases of the industry and the 
interchangeability of milk between different dairy products. Likewise, 
an explanation of the price structure for milk within a particular area 
or a particular milk shed involves consideration of (1) the nature of 
the demand for the different products derived from milk, and (2) the con- 
ditions affecting the suyply of milk. 


A. The nature of the demand for milk. It is well recognized that 
the denand for any comiodity is a composite of the demands of the differ- 
ent groups of people who are ready to purchase different quantities of 

it at different prices. Similarly, the demand for a product such as milk, 


which is used in the production of a number of different products, l/ is 
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aif In 1932 the total volume of milk used in the manufacture of dairy 
products and used by the non-farm population as fluid milk and cream 
was distributed among the various uses as follows; 


product Percent of total volume used 
Butter - creamery and whey Pay 45.6 ef) 
Other manufactured products Le SY 
Milk used by non-farm population b 
as fluid milk and crean alee b/ 


Total Too.a 


a/ Compiled from estimates of the production of manufactured 
dairy products, Bureau of Agricultural Economics, U. S. 
Department of Agriculture. 


b/ Compiled from Zstimates of Consumption of Milk and Cream 
in Cities and Villages, Bureau of Agricultural Economics, 
U. S. Department of Agriculture. 
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the aggregate or composite demand for milk in all uses. Thus; although 
the different forms or products in which milk is used are competitive in 
the sense that each use competes with all other uses for a portion ef the 
totel supply of milk, and the derived demands are rival or competitive, 
in the aggregate they comprise the total demand for milk. The nature of 
the demand for fluid milk 48 discussed at length in Part IIl of this 
paper. 


Beg the, SUpDLY characteristics of milk. 


1. Localization ef the industry. Although mile production 
is an important agricultural enterprise in practically every state in the 
United States, it nevertheless varies markedly hetween areas as te rela- 
tive importance and is highly concentrated in certain areas. An impor— 
tant factor in this. connection is the fact that the transportation system 
has developed so that certain areas possess a comparative advantage in 
the production of milk for use in the production of dairy products that 
are readily storable and transpertable, and others have a conaparative 
advantage in the production of milk for fluid consumptien. Thus, the 
States of Iowa, Minnesota, Nebraska and Wisconsin produced 44.8 percent 
of the total -volume of creamery putter produced in the United States in 
1932 and 1933. Wisconsin and New York produced 64.8 percent and e2.1 
percent cf the totel volume ef cheese produced in the United States in 


1932 and 1933, respectively. Of the total United States production of 


evaperated milk in 1945, Wisconsin and California produced 53.3 percent, 
and the five States ef Wisconsin, New Yerk, California, Tllinzis and Ohie 
preduced 70.0 percent. é In’ thosé areas wherein large urban centers are 
situated, notably the New England and Middle Atlantic areas, as well as 
in the territery immediately surrounding other urban. centers, the larger 
part of the tetal volume ef milk produced is utilized in the form of 
fluid milk and cream. 


2, The interchangeability of the supply of milk between uses, 
The milk supply of the country is interchangeable hetween uses, especi- 
ally so in the case ef manufacturing uses. In general, there is. Little 
difference between the quality requirements for milk used in the produc- 
tion ef evapsrated milk, putter, cheese and other manufactured dairy 
products, In addition te the fact that milk is markedly interchangeable 
netween the uses noted above as far as quality requirements are concerned, 
precessing facilities tor the different products are 80 intermingled 
geseraphically, and, in fact, are in many cases available in one plant, 
that the matter of the location of the preducer with respect to process-— 
ing facilities for the different products is usually not important ale 


ee 
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a/ Manufactured Dairy Preducts, Bureau of Agricultural Economics, . 


United States Department or nericultures 
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preventing producers from shifting their milk from one channel of dispo- 
sal to another. ‘Thus, should relative price conditions warrant, the 
producer can in most cacs#s shift his milk from one use to another. In 
the case of those plants manufacturing two or more products, the 
producer does not have to shift his milk from one plant to another, the 
shift or change in the relative volume of milk entering the different 
uses being accomplished by the plant management, and for the same _ 
reason that would lead the farmer to shift his milk from one use to 
another. 


The interchangeability of the supply of milk between milk pro- 
duced for use as fluid milk and that produced for use in the production 
of various manufactured dairy products is not sw marked as, is the inter- 
changeability of milk between the different manufactured products. 

This is due in large part to thé fact that in most milk markets milk 

used as fluid milk must be produced in accordance: with more stringent 
sanitary roquirements than is the case: with milk. produced for use an 
manufactured dairy products. However, this factor operates, principally, 
to lengthen the period of time necessary for a praducer to shift his dis- 
posal of milk from manufactured dairy products uses to fluid use. The 
producer, in erder to shift from the production of manufacturing milk to. 
the production of fluid milk, must equip his barn and. follow the proced- 
ure with respect to sanitation that.is specified in the health ordinances 
of the city or town in which he wishes.to sell fluid milk. This invalves 
additional expense in producing milk, but, if the farm price of fluid 
milk is sufficiently above the farm price of manufacturing milk, the pro- 
ducer will equip his barn and conform to sanitation regulations in order 
that he may sell fluid milk. Thus, although the degree, of interchange- 
ability of milk between fluid use and manufactured product uses is less 
marked than the degree of interchangeability of milk between the differ- 
ent manufactured product uses, producers can and do shift from the 
production of manufacturing milk to the production of fluid milk. when 
price relationships warrant. Similarly, when the price: of fluid milk 
declines to a poiht where it is not sufficiently high to cover the addi- 
tional costs of producing milk for fluid consumption, producers discon- 
tinue the production of milk for consumption as fluid milk and produce 
milk for use in the production of manufactured dairy praducts. 


GC. “Factors: effecting thosgeneral level Of bho penccs oe cet 


products. 


l.. Demand factors. Numerous factors influence the demind for 
dairy products, such as the volume of the money income of consumers, con- 
suming habits, etc. Perhaps the most important of the-factors affecting 


the demand for dairy products is the .volume of money consumers have avail- 


able for the purchase of goods. Thus, the prices of dairy products vary 
directly with the income of consumers (assuming constant supplies). The 
relationship between the index of the farm prices of dairy products and 
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the index of factory payrolls (taken as a measure of changes in the in- 
come of consumers) is shown in Figure 1. As was stated above, numerous 
factors affect the demand for milk. However, for the purposes of this 
paper, it is unnecessary to discuss them in detail. 


&. Factors affecting the supply of milk. The changes. in the 
volume of milk that will be forthcoming from a given number ef cows due 
to changes in weather, pasture and crop conditions need no comprehensive 
treatment here, since it is obvious that sudden and wide variations in 
the weather, droughts and ather unusual weather conditions that operate 
to reduce or increase the quantity and quality of feed relative to the 
number of livestock, all tend to cause variations in the supply ef milk. 


Aside from the factors noted above, changes in the prices 
of dairy products relative to the prices paid by milk producers for the 
articles used in milk production, as well as changes in the prices of 
dairy products relative to the prices of other farm products, affect the 
volume of milk produced. In the Middle West, for example, changes in 
the prices of competing farm products have an impertant effect on milk 
production. An increase in the price of beef, or a relative decline in 
the prices of dairy products, is sufficient to cause large numbers of 
farmers in this section, particularly in the area west of the Mississippi, 
to turn to raising beef steers and heifers and let the calves suckle the 
cows longer than was the practice before the change in relative prices. 
In addition, in numerous cases where more than one livestock enterprise 
is followed on the farm, a relatively larger volume of the feed available 
is fed to livestock other than milk cows when prices of alternative live- 
stock products become favorable relative to the prices of dairy preducts. 


dD. Relationships between the prices of dairy products: in 


ene, a AS See Fa a ment men cere ew 


different markets. 

Since most manufactured dairy praducts are readily transport- 
able, the price of a product such as butter tends to vary between markets 
by net more than the amount necessary to cover the cast of shipping the 
product (freight and handling casts) from one market to another. Thus, 
in Chicago, Illinois, situated in the large surplus butter-producing area 
comprising the Fast North Central and ‘Jest North Central States, the 
price of butter is generally lower than in New York City by an amount 
sufficient to cover freight and handling charges frem Chicago to New York 
City (New York City being lecated in a deficit butter-producing area). 

The decidedly close relationships between the prices of butter in differ- 
ent markets are shown in Figure 2. 


The prices of cheese in different markets vary tegether (see 
Figure 3), partly for the samo reasons as those advanced above with 
respect to butter and also because ef the possibility of shifting from 
cneese productian to the production nf butter, which is more widely 
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transported. The same relationships exist with respect to evaporated 
milk. 


In view of the foregoing, it should be evident that the mar- 
ket for the most important manufactured dairy products is Mationesl in 
character and that the price of milk or butterfat used in the different 
products noted above in any particular area is closely associated with 
the price of milk so used in any other area. 


H. Relationships between the price of milk used in different 


products. 


As was pointed out in B above, the supply of milk is markedly 
interchangeable between uses in the case of milk produced for manufac- 
turing purposes and to a lesser extent between fluid milk and manufac- 
turing milk uses. This factor operates to establish close relationships 
between the price of milk in different uses, in the country as a whole, 
as well as within areas. (See Figure 4.) Thus, although the price of 
milk produced for use as fluid milk is generally higher in any particu- 
lar area than the price of milk produced for use in manufactured dairy 
products (for the reasons advanced in section B and section C), and 
therefore the market for fluid milk in any particular area may be con- 
Sidered as a local market, the price of milk produced for use as fluid 
milk varies with the price of such milk in any other area and also 
varies with the price of milk produced for use in manufactured dairy 
products, both for the country as a whole and in the different sections 
of the country. 
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“HE PRICE STRUCTURE FOR MILK WITHIN A MILE SHED 


The terms under which milk is sold vary widely between markets. 
In some markets, usually small markets located within a surplus area or 
with few or no sanitation requirements, producers receive the same 
price f.o.b. the market for all milk, regardless of whether it is used _ 
for fluid milk, cream or manufactured dairy products. In other m rkets, 
While producers receive the same price for all milk sold, this price is 
a weighted average price which is computed by adding tosether the value - 
of milk sold to distributors in accordance with a schedule of the 
prices for milk used for various products, and dividing the total sum so 
computed by the total volume of sales to distributors. In still other 
markets, producers receive two or more different prices for different 
portions of the milk which they deliver, a weishted average price for 
that portion of their milk sold as fluid milk and cream, and a lower 
price on the remainder, which is used in the production of manufactured 
dairy products. Again, producers may receive one price for that portion 
of their milk sold as fluid milk, another price for that portion sold as 
fluid cream, and still another price for that portion which is used in 
the production of manufactured dairy products such as butter, evaporated 
milk and cheese. 


In this section, the relationships between the price of milk 
used for different purposes f.o.b. city, and the farm price structure 
arising therefrom, are examined in sone deteil. 


A. The price structure; uniform quality requirements - central- | 


a! ce 


ized processing. 


For purposes of presentation, the price structure is examined 
in a hypothetical market, wherein factors operating to establish a dif-~ 
ferentiation in the prices of milk used in the production of different 
dairy products are assumed to be non-existent. One by one the factors 
operating to establish such differentiation in the prices of milk used 
in the production of different dairy products are considered, and thus 
the analysis of the price structure progresses from that of the highly 
simplified hypothetical market toward that of the most complex type of 
market. For purposes of analysis, therefore, it is assumed that: 


1. There is a freely competitive market. 


2. Local delivery costs and labor are the same for all 
classes of product. 


%, There is no variation in the volume of milk consumed in 
different forms. 


4. All milk, whether sold to.consumers as fivid: milk or 
other dairy products, is of uniform quality.. 


5, All milk is brought to the city in fluid form, there. to 
be processed into the various dairy products. 


6. There is no variation in the volume of milk sold per farm 
from day to day. 


Under the conditions noted above, it is obvious that producers 
would receive the same per unit price for all miik brought to the market 
since each unit of the supply is interchaigeable with every other unit. 
This would be true regardless of whether the milk were sold to’ the consum- 
er as fluid milk, fluid cream, or manufactured dairy products. 


. However, it is well recognized that the butter and other manu- 
factured dairy products equivalent of a unit of milk can be transported 
long distances at very low cost per product equivalent of a unit of milk 
as compared to the cost of transporting a unit of milk the same distance, 
and can be kept in storage for a relatively longs period of time without 
appreciable deterioration in quality. Manufactured dairy products are 
composed largely of milk solids, or, stated differently, they are composed 
of one or more of the constituents of milk concentrated to a very much 
greater degree than in whole milk. Thus it is more economical to produce 
the finished product, such as butter, cheese, etec., at a distance from the 
market and transport the finished product to the market, rather than to 
transport whole milk to the market and there process it into the finished 
product (unless, of course, the demand for all the products of milk in the 
market can be satisfied from the volume of milk produced in the area 
immediately surrounding the market). For example, one hundred pounds of 
butter contain approximately 6O pounds of butterfat, and one hundred 
pounds of 3.5 percent milk contain 5.5 pounds of butterfat. Assuming that 
transportation costs per one hundred pounds of product are equal, the cost 
of transporting butterfat in the form of butter and in the form of 35 per= 
cent cream would be about 1/25 and 1/10, respectively, of the cost of 
transporting butterfat in the form of milk. The reasons given above 
suffice to explain why manufactured dairy products are produced, in many 
cases hundreds of miles from the market, and shipped to the market in 
finished product form rather than being shipped to the market in the form 
of fluid milk and there processed into the finished product. 


B. The price structure; uniform m quality requirements - decentral- 
ized processing. 


For the purpose of considering the manner in which the trans- 
portation factor affects the price structure for milk within a milk shed, 
the preceding assumption that all milk is brought to market, there to be 
processed into the several milk products, is now dropped and, instead, in 
addition to the remaining assumptions noted previously, it is assumed 
that: 


1. All the milk which is produced within 100 miles from the 
market is needed to satisfy the demand for fluid milk. 


2. <All the milk which is produced in the area between 100 and 
150 miles from the market is needed to mest the demand for fluid cream. 


3. All the milk which is produced within the area between 150 
and 200 miles from the market is needed to meet the demand for evaporated 
milk. 


4. All the milk which is produced within the area between 200 
to 400 miles from the market is required to meet the demand for butter. 


5. Transportation costs vary in direct proportion +6 eho S 
at the following rates per unit per mile: 


(a) Whole milk - 1 cent per hundredweight. 


(b) The cream equivelent or 100 pounds of 3.5 percent milk 
nee! Faeee cent. 


(c) The evaporated milk equivalent of ‘100 pounds of 3,5 
percent milk - 6.1 cent, 


(ad). The butter equivalent of 100 pounds of 3.5 percent 
amide 1.05 cent. 


6. The farn value of skim milk exactly equals the cost of sep- 
arating cream from milk. 


7. The f.0,b. city value of the butter equivalent of 3.5 per- 
cent milk (it is assumed that the over-run is nocessary to cover the manu- 
facturer's margin) is $1.00. 


Under the above assumptions the f.o.b. city prices that must be 
paid for milk in order to secure the volume necessary to meet the demand 
for milk, as well as the f,o.b. city prices that must be paid for the 
cream equivalent and evaporated milk equivalent of 100 pounds of milk to 
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meet the respective demands, can be readily computed. Thus, with the 
f.o.b. market price of the butter equivalent of 100 pounds of 35.5 percent 
milk at #1.00, the farm price of 100 pounds of milk which is converted to 
butter at a point 400 miles from the market is gl.00 less the cost of 
transporting the butter equivalent of 100 pounds of such milk to the mar- 
ket, or 80 cents ($1.00 - (400 X #.0005) = 3.80). At a point 200 miles 
from market the farm price of milk used for butter is 90 cents ($1.00 - 
#.10 transportation costs = $.90). If milk is to be used in the produc- 
tion of evaporated milk.at a point 200 miles from the market, the farm 
price of such milk must be 90 cents per hundredweight or else farmers will 
sell their milk to butter manufacturers rather than manufacturers of 
evaporated milk. The f.o.b. city price of the evaporated milk equivalent 
of 100 pounds of 3.5 percent milk will be the farm price of 100 pounds of 
3.5 percent milk at a point 200 miles from the market, plus the cost of 
transporting the evaporated milk equivalunt of such milk to the market, or 
$1.10 ($.90.+ $.20 = $1.10). Similarly, the farm price of milk used to 
produce cream at a point 150 miles from the city must be equal to the farm 
price of milk used to produce evaporated milk at that point, else farmers 
will sell their milk for use in evaporated milk rather than cream, and the 
f.o.b. city price of the cream equivalent of 3.09 percent milk will be the 
farm price of such milk at a point 150 miles from the market plus the cost 
of transporting the cream equivalent of 100 pounds of 5.5 percent milk 
from that point to the city, or $1.25 ($.95 farm price at 150 mile-point + 
#.30 transportation costs to market = $1.25). Similarly, the f.o.b. city 
price of 3.5 percent milk will be the farm price of milk used for cream at 
@ point 100 miles from the market plus the cost of transporting fluid milk . 
to the market, or $2,05 ($1.05 farm price at 100’ mile-point + $1.00 trans- 
portation costs to market = #2.05). 


Therefore, under the conditions ‘assumed the prices for milk and 
milk products. f.o.b. city would be as follows: 


1. Fluid milk - $2.05 per hundredweight. 


2. The cream equivalent of 100 pounds of 3.5 percent 
milk - $1.25. 


3, The evaporated milk equivalent of 100 pounds of 
3.5 percent milk - $1.10. 


4. The butter equivalent of 100 pounds of 3.5 percent 
milk = #%1.00 (assumed, but of course a different 
price f.o.b. the market for the butter equivalent 
of 100 pounds of 3.5 percent milk would be associ- 
ated with different prices for the other milk 
products than those computed above). 


Under the conditions assumed it is also obvious that milk would 
not be shipped to the city to be processed into the several dairy products 
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(except in case of error or lack of Knowledge with respect to the most 
profitable channel of disposal, which is not possible under the assump 
tions set forth),. Prices in the city would be quoted for milk, cream, 
evaporated milk and butter. All milk brought-to the city would.command 
One price, cream another, etc. Thus, there would be no differentiation 
domi tk prices T.0.0. City. 


The farm price for milk at any. given point within any. partic- 
ular zone is, of course, equal to the farm price of milk at the outer ‘ 
edge of the zone plus the difference between the cost of shipping milk 

in the particular form to the market from the outer limit of the zone 
and the cost of shipping such milk from any given point within the zone. 
The farm price structure for milk th:t would obtain under the conditions 
set forth above is shown in Figure 5. 


CG. The The price ‘strict letur2; varying quality requirements - decentral- 
ized processing. as et wy ahalk eu em 

if the. assumption thet all milk is of uniform quality is dis- 
carded, and it is assumed that the quelity requirements for milk used in 
the form of. fluid milk and crear are higher than those for milk used in 
the production of evaporated, milk and butter, then the type of market 
under analysis is somewhat more comparable to the rather complex type of 
milk market now obtaining in many large urban areas. 


Sanitation requirements. vary somewhat between milk markets. 
Usually, the requirements cover.such items of sanitation as periodic- 
veterinary examination of cows, cleanliness of cows, cleanliness of dairy 
barns in addition to specifications with respect to the type of flooring 
light, ete., specifications with ieenade ‘to the type and care of the i. 
ees cleaning and care of gare and rules and regulations pertaining 
to milking and handling of the milk ; eae 


It should be obvious thet the sanitation requirements under 
which milk for fluid milk and cream is produced, which in by far the 
larger number of causes are more stringent. then the sanitation require- 
ments under which milk for manufacturing purposes is produced, operate 
to increase the cost of producing milk for use es fluid milk and cream 
relative to the cost of produeing milk for manufacturing purposes. Thus, 
Over a period of time, the supply price or a fiven volume of milk used 
for fluid milk and cream will be somewhat higher than the supply price of 
the same volume of milk used for manufacturing purposes, other factors 
remaining constant... of course, the ‘difference be tween, the supply prices 
of milk produced for use in different products in any milk supply area, 
other factors being the same, will depend upon the differences in the 
sanitation requirements applicable to milk produced for use in the dif- 
ferent products. If it were assumed that sanitation requirements raise 
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B/ The price that must | be pa paid in ‘order that a ‘given volume of milk of 


the desired quality be fortheoning,. 
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the supply price of milk for use as fluid milk and cream 20 cents per 
hundredweight per farm above the supply price per hundredweight for milk 
used for manufacturing purposes, the price structure under the assumed 
conditions would be similar to that set forth in Figure 6 (a position 
of stable equilibrium is assumed, so that the f.o.b. city prices that 
prevail, and the farm price structure arising therefrom, are normal sup- 
ply prices). 

Under the conditions assumed, the prices for milk and milk 
products f.0.b. city would be as follows: 

-l. Fluid milk - 32.25 per hundredweight. 

2. The cream equivalent of 100 pounds of 3.5 percent 
ly Bes 


.3, The evaporated milk equivalent of 100 pounds afia.o 
percent milk ~- $1.10. 
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4, The butter equivalent of 100 pounds of 5.95 percent 


In Firure 6, the line PP represents the farm price of milk 
used for fluid milk and cream; the line AM the farm price for milk used 
in the production of evaporated milk and butter. It should be noted 
that as yet no factor has been introduced that will operate to establish 
different prices for milk f.o.b. the city. Under the assumed conditions, 
all milk produced within a particular zone will be used in the production 
of the same product. Thus, no milk wiil be shipped to the market as milk 
from the cream zone,:-etc. Stated differently, there will be no differ- 
entiation between the price of milk based on the form in which such milk 
is sold f.o.b. city. Also, no factor has been introduced that will oper- 
ate so that individual producers will receive different prices for dif- 
ferent portions of their milk. FProducars within each zone will sell all 
of their milk at one price. Farm prices in a particular zone will ivary 
as transportation costs from different points in the zone to the city 
vary, and will vary between zones because of differences in transporta- 
tion costs of milk and the product equivalent of milk, and because of 
adifferencés in cost of producing milk engendered by differences in the 
sanitation regulations applicable to milk and milk products. 

4/ 


It should be emphasized that the foregoing treatment of the ef- 
fects of the transportation rate structure and sanitation requirements 
on the price structure for milk has been greatly simplified for purposes 
of presentation. Variations in the transportation rate structure end 
sanitation regulations from those assumed bring additional complexities 
into the price structure. 


D. The price structure as affected by type of transportation. 
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One of thz assumptions on which this analysis has been based so 
far is that transportation rates vary according to distance and. weight 
only. However, several factors influence transportation costs, the 
more important of which are type of transportation (truck, tank: car and 
railroad), complementary services, topography of country, volume, labor 
eonditions, gasoline and truck costs, and local transportation arrange- 
ments. Some attention will be given to the effect of these various 
factors on the price structure and size of sheds for at different. types 
of dairy products. é 


ee 


4/ This section is based largely upon a report prepared by Dr. J. Me 
Tinley, formerly Principal Agricultural Economist, Dairy Section. 
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1. Type of Transportation, From points relatively close to 
a market, producers frequently finda it advantageous (or less costly) 
to transport their own milk to the city. Many producers use small 
trucks to transport feed, implements, ete., from the city to their 
farms or from one part of the farm to another and find it convenient 
to take their milk direct to a city plant. The farmer or a member of 
nis family overates the truck and vcecause of proximity to the city can 
reduce operating costs per ~~ ewt.-mile to a very low figure. However, 
as distance from the city increases, operetion of a small truck per 
hundredweight milk increases rapidly. A large load becomes more cco- 
nomical so larzer trucks ere used. Few farmers have sufficient milk 
to supply a load for a large truck, so either a distributor, a private 
azency (hauler) or a cooperative association operates a truck and col- 
lects milk from several farmers. 


After a certein distance varying between, say, ten and sixty 
miles, depending upon the topography, density of supply, etc., truck 
transportation becomes too expensive per hundredweight mile. It is 
expensive to operate a large truck (or truck and trailer) over country 
roads especially as production often becomes more scattered as distance 
from a city increases. 


Under these conditions, milk is usually hauled by producers or 
by truck to a centralized country assembling point, cooled and loaded 
into a tank truck and hauled into the city. Also, there are definite 
limits to the distance from which milk can be hauled by tank truck. 
In some of the larger markets, milk is collected at country stations 
and cooled, and then shipped by train to the consuming center. In 4 
few instances, milk is processed and bottled at a country point and 
shipped into the city for distribution. 


In Figure 7 are shown, hypothetically, the transportation costs 
on milk into a large consuming eanter.2/ For the first ten miles, 
milk producers will haul their own milk, the lowest cost being five 
cents a hundred pounds (ost of which is for handling costs). The 
total cost rises as distance from the consuming center increases, but 
after about fifteen miles, costs rise very rapidly. There is a zone 
in which milk may either be handled by the producer or by truck. From 
about twenty miles, however, it becomes more economical to haul by truck. 
This as probably true up toabout seventy miles. From seventy to ninety 
miles is another zone of indeterminatcness in which milk may be hauled 
either by truck (in eans) or assembled and hauled in tank truck. 
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5/, The variations here discussed are not considered in later Figures. 
Therefore, a different set of rates has been assumed, under which 
the differences an rates have been magnified. 
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From ninety to one hundred ana fifty miles, milk Will be hauled 
jn tank trucks, but for greater distunces the time of hauling and load 
limitation would tend to make 1% more economical to assemble milk at 4 
country plant and transport milk to city by train. There is a zone of 
indeterminateness from 150 to 186 miles in which milk may be hauled 
either by tank car or by railroad. 


These distances would vary from market to market depending upon 
topography, state of roads, density of supply, veletive costs of Gditicr 
ent methods of transportation, etc. 


Transportation rates are commonly set on the basis of zones, 
under which rates, instead or jueregsing directly in proportion totes 


tance, incréase in 4 series of steps as is shown in Figure 7. 


'2,. Complementary Services. Transportation rates usually include 
some elements of cost other than mere hauling. Milk has.to be loaded 
and unloaded, iced or refrigcrated. Tuese are usually more or less fixed 
costs and do not vary with the length of haul. Thus the longer the dis- 
tance hauled the lower these costs become per mile, resulting in a tend-= 
ency for transportation rates per unit to decline as distance increases. 

Mieye cis somewhat greater risk in hauling milk than in hauling 
putter -- milk has to be handled with more care and speed. For this 
reason a particular transportation agency may charge a higher rate for 
hauling an equal vyolune or weight of fluid milk than for putter or evap- 
orated milk. 


%3. Rute Schedules. Many transportation agencles, especially 
railroads, do not arrange their rate schedules by miles, but by zones. 
Tt is thus possible that the rate will be the same on milk hauled 101 
miles and 120 miles. 


4. Topography of Countri. Transportation, costs per mile are 
usually somewhat higher in mounteinous and hilly country than in flat, 
level country. ‘This is due to the fact that more fuel is consumed, 
fuel costs are themselves high, there is more strain on vehicles and 
speed is ereatly raduced. The condition of the roads is also important. 
Narrow, winding roads #reatly reduce the speed of trucks and to 4 certain 
extent regulate the type of trucks shat can be used. 


5. VWulwae of Milk, Wuere dairies are smell and scattered, tho 
costs of collecting milk are considerably higher than there production 
4s more concentrated. Frequent steps to pick up small quantities of 
milk and a long distance between stops materially increase hauling costs. 
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Railroads usually charge different rates, depending upon whether the 
commodity is hauled in carlot or less than carlot units. 


6. Labor Gonditious. An important part of hauling costs is 
the expenditure for truck drivers and mechanics. Ii cities where labor 
is cheap, rates may be somewhat lower than where wages are high. 


2, Gssoline and Trucks. The prices of gasoline, oil, trucks 
and spare parts vary considerably in different parts of the country. 
Tuis may have a material infiuence on hauling costs in different local- 
itics. 


8. Control of Hauling. In some markets, all transportation is 
handled by one agency or by not more than two or three agencies. This 
reduces overlapping of routes to a minimum and should result in lower 
unit operating costs. In other markets, each producer or each distribu- 
tor undertakes to make his own hauling arrangements. In such markets, 

a great deal of overlapping may,occurs Efficient use is not made of 
transportation facilities, and consequently rates will tend to be higher 
than where there is centralized control of hauling. 


The foregoing serves to indicate some of the factors that affect 
the transportation rate structure for milk. 


E, The price structure as affected by the type of sanitation 
regulations. 
Some of the factors that must be taken into account in de- 
termining how sanitation requirements affect the price structure for 
milk in different milk sheds and for a particular shed are as follows: 


(1) Ths sanitution regulations in force in the milk shed. 
sanitation regulations are much more stringent in some markets than in 
others. There is, thercfore, no possibility of developing a generally 
applicable cost figure which could be applied to the price structure for 
milk within a particular market and used in the practical determination 
of milk prices within a particular milk shed. 


(2) The cost of meeting sanitation regulations, even though 
the regulations are the same in some morkots as in others, may be wide- 
ly different. Labor and material prices may vary materially between 
different markets, so that, even though the regulations may be exactly 
the same betyeen particulur markets, the cost of meeting the sanitary 
regulations may vary materially. 


(3) In addition, health and senitation regulations may be 
of sucn nature as to permit only those producers located relatively near 
the market to qualify as fluid milk producers. For example, the imposition 
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of a regulation requiring that fluid milk shall.be delivered to the con- 
sumer within a given number, of hours from the time it is produced would 
automatically set a maximum distance over which milk could be trans- 
ported and might reduce materially the area from which fluid milk could 
be shipped to the market. In-this case the price for fluid milk would 
increase until consumption was reduced, or until production within the 
area was increased, or both, to the point where the market would just 
use the milk produced within the new zone. This, of course, would in- 
crease the price spread between fluid milk and the product equivalent of 
milk used in other dairy products f.o.b. the market, and would increase 
the farm prices of fluid milk relative to the farm price of milk used in 
the production of other dairy products. 


Also, sanitation regulations may not increase the costs of meeting 
the sanitatinn regulations by the seme amount per unit of product on all 
farms. Some farms are better equipped than others and hence have smaller 
additional expenditures to meet requirements. Large dairies can ordinar- 
ily utilize equipment more economically and, therefore, their cost per 
unit for milk houses, cooling equipment and other outlays commonly 
required by health and sanitation regulations is lower. Such dairies 
have their competitive position improved by the raising of inspection 
requirements and may increase their production. Others may tend to shift 
to cream, or butter production, rather than make the additional outlays 
necessary. Depending upon these effects on supply, zones from which thé 
Various products are shipped to the market may be either enlarged or 
reduced by the imposition of or changes in the sanitation regulations. 


While this discussion of the price structure has been developed 
entirely in terms of transportation costs and costs of meeting health and 
sanitation requirements, it should be apparent that variations in costs 
resulting from other cruses will work out in practically the same manner. 
The important distinct.on is betwee: the effects on the price structure 
of those costs which ‘ary with distance from market, as does transporta- 
tion, and costs which are. likely to be rather uniform regardless of 
distance from the city. The influence of each of these types upon the 
price structure for milk is illustrated in a general manner hy this 
analysis of transportation costs and costs of meeting health and sanita- 
tion regulations. 


Variations between farms, such as those due to available equip- 
ment, type and condition of herds, type of land, labor supply and even 
personal preferences, will: partially determine which farmers will 
produce milk for the various uses. Also the relative significance of 
these latter factors becomes greater as class differentials become 
smaller near the boundaries of zones. Therefore, their’principal effect 


is to cause the boundaries between the areas in which the several classes 
are produced to be less clearly defined than would be’ indicated by the 


simplified example set forth’ inthe analysis. 


(4) Also, there are higher sanitation regulations for fluid milk 
than for cream in some markets. This operates to establish higher 
supply-prices for milk produced for use as fluid milk than far milk pro- 
duced for use as fluid cream. . ; 3 

The foregoing serves to indicate in a general way the manner in 
which sanitation regulations affect the price structure for milk within 


a milk shed, and how differences in the sanitation regulations may affect - 


the price structure in aifferent milk sheds. 

‘Pp. The price structure; decentralized processing - uniform 

quality requirements - varietions in production- = 

The manner in which the transportation rate structure and sanite- 
tion regulations affect the price structure for milk within a milk shed 
has been set forth in some detail in the preceding pages. ‘In order’ to 
approach more nearly the price structure for milk as it actually exists 
in many milk markets consideration will be given to the price structure 
under the conditions that prevail when the assumption that there is no 
variation in production is dropped. . ) 


There are marked variations in the production of milk, which are 
perhaps most easily classified on the basis of time periods, such as day 
to day, week to week, year to year, and long time variations. There is 
some day to day variation in production, although this type of variation 
is undoubtedly negligible. The seasonal variation that takes place in 
milk production within most milk sheds 6/.4s-matked, production in the | 
fall and winter months usually being much less than production in the: 


spring and summer months. This type of variation: is due Largely to such 


factors as (1) the greater supply of succulent- feed available during the 


pasture season, (2) time of freshening of eows, (3) inclement weather 
during the winter months, etc, In some ereee ich y ne ae variation 
in production is much more extreme than in others 

same area, production often shows a more marked seasonal variation in 
some regions than others within the area. . 


Year to year changes in preduction are due to such factors as 
(1) differences in feed production conditions that ere associated gen- 
erally with differences in weather and: growing conditions, (2) shifts 
into and nut of the dairy business due to changes in the relative 
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6/- Ross, H:. A-, Corneil University, Agri. Exp. Station Bulletin No.527; 


also based on production data secured with respect to the markets 
operating under Federal milk licenses. 

a Based on production data secured with respect ta the markets oper- 
ating under Federal milk licenses, 


and even within the 
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profitableness of milk production as compared to cther types of agricul- 
tural: pyoduction, (3) other factors that may operate intermittently, 
such as the imposition of a sanitary regulation to the effect that all 
milk sold in the market as fluid milk aud cream must come from cows free 
from tuberculosis, which may operate +6 cause a marked decrease in the 
number of milk cows within the area, reduce production within the area 
quite markedly for a, short period, and necessitate a temporary increase 
in theisize.of, the milk shed. é 

‘Cyclical and long-time changes’ in production are probably ass?- 
ciated with long time’ trends in demand, such as changes in the consuming 
habits of the people, the ebb and flow of population in urban centers 
and other factors such as changing opportunity, cost relationships and 
type of farm organization and operation which set the limits of expan- 
sion of production within a given area, etc. er 


Seasonal variation is one of the most important types of varia- 
tion in production. ‘For purposes of presentation, therefore, the 
manner in which seasonal variation in production affects the price 
structure for milk within s milk shed is considered, with all other 
types of variation in production noted above held constant. -/ 


For most milk markets the volume of milk sold to consumers as 
fluid milk and cream varies somewhat from season to season, But. the pro- 
duction of milk varies much more seasonally. Thus, during the pericd of 
low production, the production of milk within a milk shed may be just 
sufficient tm meet market requirements (an amount about ten percent in 
excess of average daily sales), while during the season of flush produc- 
tion the volume of milk produced within the milk shed is usually far in 


excess of market requirements. 


it is assumed that (1) during the 
period of low production the volume of production within the 1¢00-mile 
zone (see Figure 5) is equal to market requirements for fluid milk, 

(2) the sanitation regulations are the same for all milk regardless 

of the form in which it is seld, (3) production varies seasonally, 


For purposes of presentation, 


(4) there is no difference between the seasonal production curves of 


individual producers, and (5) there are no variations in consumption 
cther than daily. Under these conditions, there are several lines of 
procedure which distributors might follow with respect to purchasing 
milk from producers, such as (1) expending and contracting the area 
from which milk is secured inversely to the expansion and contraction 
of milk production, (2) taxing all the supply of milk produced within 
a given area (wherein the supply during the period of low production 
is just sufficient to meet the market requirements for fluid milk) 
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8/ For ease in presentation, the examples used to explain certain 
points are stated in terms of fluid milk only throughout the 
remainder of this paper. The same treatment is applicable in 


a general way to other dairy products. 
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and paying producers prices low enough to enable distributors to secure a 
high enough margin on fluid milk to cover the losses incurred in hand- 
ling manufacturing milk during the peried when supplies are larger than 
fluid requirements, or (3) purchasing milk from producers under a price 
arrangement which encourages producers to produce an even volume of milk 
throughout the year. + ty 


If distributors elected to secure their market requirements for 
fluid milk by contracting and expanding the area from which they draw 
their supplies inversely to the seasonal variation in preduction, 
refusing to take the preduction of distant shippers during the season of 
lew production, the zones from:which fluid milk would be drawn at differ- 
ent periods of the year would show marked difference from that shown in 
Figure 5. If, during the period of low production the volume ef milk 
preduced in the area within 100 miles of the market were sufficient to 
meet fluid requirements, the volume of milk produced within this zone 
would be far in excess of fluid requirements during the peried of heavy 
production. For. example, if the volume ‘of milk produced during the 
peak production period were 40 percent above that produced in the lew 
production peried, the milk shed would be markedly contracted, avout 40 
percent in area if the density of production were constant throughout 
the area, but more than this if, as is often the case, the density ef 
milk production declines as distance from market increases. . 


Assuming that the price of milk during the low preduction period 
were 42.05 f.o.b. city, and the farm price structure the same as that 
indicated in Figure 5, the f.o.b. market: price during the period of 
high production would be less than the f.o.b. market price during the 
season of lmw production by an amount equal to the saving in trans- 
portation costs involved in securing the supply of milk closer to the 
market during the flush period, and would vary between these limits 
during the year, depending upon the extent of the area wherein the vol- 
ume produced was needed to meet fluid requirements. The farm prices 
would vary in the same menuer, being equal to f.o.b. market prices less. 
the cost of transporting milk to the city. 


There are several factors, however, that operate to cause dis- 
tributnars to secure their milk from the same area throughout the 
year, rather than expanding and contracting the geographical scope 
of their operations to sécure only that milk needed to meet fluid 
milk requirements. It is a matter of grave concern to the distributor 
that he be assured of a volume of milk sufficient to meet his market 
needs. Therefore, the risk involved in dropping a source cf supply 
during the season of flush production, when it is practically certain 
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that that source: athe He meeend agate the season. of Low production, is 
a factor Operating to check such action, since the distributor can - 
never be certain that. some competitor will not immediately furnish the 
shippers he dropped with an outlet for their milk, thereby forcing him 
to seok even more distant. sources nf supply during the season of low 
Taegu 


another a nieeeds of aes in this ‘connection is thet related 
to the: costs of procuring milk from. a rather, cous stant area, as compared 
to the cost of procuring milk from an area that varies markedly through- 
out the year both in geographical extent, and the number of individual 
sources of the raw material... It undoubtedly costs less to procure milk 
from an area that stays rather constant with respect to geographical © 
extent and number of producers, than from an area that varies markedly 
throughout the year in geographical. extent. and number Ona producers. 
Some of the savings are: (1) there are fewer field men needed td con- 
tact producers and secure their patronage, (2) bookkeeping and' office — 
expense is lqwer due to. the. fewer number of producers for whom accounts 
must be kept, statements must.be prepared, and to whom payments must be 
made, (3) fewer laboratory tests have to be made, resulting in savings 
in laboratory technician labor costs, laboratory supplies, etc. ,_ (4). . 
fewer individual containers have to ae handled, involving eeries alia 
receiving labor, can washing, and sampling, and (5) there is less cost 
involved in-furnishing. varinus services to producers, a appears, 
then, that distributors can afford. to pay. producers a ‘ premium” for even- 
ness of production, so .that.they may, through the payment of such, 
premium, secure the volume of milk needed. by them to meet their fluid 
milk requirements from an area smaller in extent geographically, and in 
numbers of individual sources of surely, © rather than securing their 
supply from an area that contracts and expands markedly as production 
decreases and increases seasonally. The amount of the premium distrib- 
uteors can afford to pay in. this cannection is the difference in the nid 
costs of procuring their milk supply from an area that remains practi- 
cally constant in geographical extent and in number af individual | 
sources of supply, and the cost of, procuring milk from an area that 
varies markedly in geographical extent and the number or producers - 


from whom milk:is purchased. 


There is another factor that exerts a tendency to cause the dis- 
tributor to pay producers a premium for evenness in production. It has 
been pointed out previously that.a volume of milk pérhaps 10 percent in 
excess of average daily sales must. be brought to market to meet daily 
variations in the volume 9f milk sold to consumers as fluid milk.” In 
order t% handle this volume of excess milk, which might be’ termed* the 
Caily operating reserve, the distributor has to integrate a by-product 
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enterprisé with the main enterprise, *r find some other channel of dis- 
posal. However, as far as this operating reserve is concerned, it is 
ef such constant volune?/ that efficient methods of disposal as manu- 
factured products. can be develeped. It is the marked variation in the 
seasonal excess and the difficulty ef handling it efficiently that is 
an important factor in léading distributors to endeavor to secure a 
more even yolume ef suppliés. This arises hécause more efficient 
methods of handling the excess can be develeped when the supply is con- 
stant than when it varies markedly. Thus, during the seasen of flush 
productien the distributor has to convert te other uses, cr someone 
else does it in his stead, a volume of milk that mey bre severel times 
as great as ‘the velume sa converted during the season of low preduction. 
This may be demonstrated by reference to some assumed figures, as 
follows; 


eee volume of milk sold oir as fluid sate Ue the 
year ia 1¢C, 000 pounds. 


2. The volume of milk brought to market is 11,000 pounds (10 
percent of average daily sales needed to meet daily variaticns in fluid 
milk sales) in the season of low production and 14,0CO pounds during 
the season of flush production. 


The volume of milk that is diverted te uses other than fluid 
milk is therefore 1,900 pounds per day during the season of low produc- 
tion and is 4,000 pounds per day during the flush period, or 3,00C 
pounds greater than during the low peried. This is- entirely a seasonal 
excess (3,CCO pounds of the 4,000) and represents an increase in the 
output of products other than fluid milk of 300 percent. Of course, 
under actual conditions, the increase in the volume of milk diverted te 
uses ether than fluid during the flush seasen will be dependent upon 
the actual seasonel variatien in production, which will, in seme cases, 
be greater, and in other casés less, than indicated in the above 
exampl-. 


The seasonal excess in productien therefore raises sericus 
questions as to how it may be handled efficiently. It undoubtedly 
costs far more te handle a volume ef excess milk that fluctuates 
markedly from season to season, as does a seasonel excess, than it 
cests to handle a volume of excess milk that remains rather constant 
"rom season to season, This is due to the fact that equipment, and 
in many cases labor, must be available to handle a peak load far in 
excess of the load during the peried of lew preduction when only a 
small velume of milk, equal to about 10 percent of average daily.sales, 
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o/ Assumed, but practically: all available data indicate: that it is* 
actually quite constant, 


me 


< 


gsc lchel 


is converted to uses other than'fluid milk. The distributor, therefore, 
can afford to pay a premium for évenness of production in additicn to 
that already noted, the size of the premium being approximately equal 
to the difference in costs involved in handling a constant volume of 
excess (the operating reserve) as compared to handling a widely fluc- 
tuating volume of excess milk (the seasonal excess). 


The foregoing indicates that distributors are able te pay a 
premium for evenness in production. It appears that it would be a 
matter of indifference to distributors whether they paid a given sum 
of money, including premiums for evenness of supply; to secure a par- 
ticuler volume ef milk, or paid a sum of money about equal to the former 
for a similar volume ef milk, the latter sum, however, being paid partly 
to producers delivering an uneven volume of milk, and partly for extra 
costs involved in procuring milk from an irregular area. In the former 
case, the farmer gets a higher percentage of the total volume ef money 
expended for milk purchases and operating eosts by the distributor than 
in the latter case, but tctal costs to the distributor remain about the 
Same. It is probable that it is’a matter of indifference to distribu- 
tors whether they pay out a given sum of money in the one manner or the 
other. If distributors elect to secure their milk supply without pay- 
ing producers a premium for evenness in production, it is evident that 
the seasonal variation in producers' prices would be quite marked. 


It is, obviously, more econcmical to secure milk that is to be 
sold as fluid milk from sources near the market and to process the 
seasonal excess into milk preducts other than fluid milk at points 
outside the area wherein preduction is just necessary to meet pil hs 
requirements, since the cost of transporting the fluid milk equivalent 
of msnufactured dairy products from any given point is much greater 
than transporting such products to market in finished form, Of course, 
the extént ¢f the saving will depend upon the size of the area and the 
like. Thus; during the period of flush preduction, fluid milk would 
ke drawn from & point much nearer to market (depending upon the 
seasonelity in production and relative density ef production through- 
out the area) than during the season of low preductian. F.o.b. market 
priced for fluid milk during the year would vary directly with differ- 
ences in costs of transporting milk from different pnints within the 
area. Thus, if milk is transported only 50 miles during the flush 
perind and 100 miles during the low peried, f.o.h. market prices, 
assuming transportation costs of 1 cent per hundredweight per mile, 
would vary within a 50-cent range during the year, heing 50 cents 
higher during the period of lew production than in the peried ¢f high 
production. Farm prices would vary in the same manner, being equal 
te f.o.b. market prices less transportation costs. 
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If, however, milk is brought to the market in fluid form and is 
then diverted to more concentrated forms such as cream, evaporated 
milk and butter, the product equivalent of such milk will sell at 
prices f.o.b. the market equal to the price at which the product can 
be shipped to the market from distant areas. Thus, if the butter 
equivalent of milk can be brought to the market from distaht sources 
for $1.00 f.o.b. the market (farm price plus transportation costs on 
the butter equivalent of 100 pounds of milk), the butter equivalent of 
milk brought to the city in fluid form will sell for only o1,00-f .65 Ds 
the merket. The farm price of such milk would he materially less than 
S1.0C per hundredweight. For example, if milk is shipped 50 miles and 
transportation costs are 1 cent per hundredweight per mile, the cost 
of transporting a nundredweight of such milk is 50 cents. If the 
product equivalent ef such milk sells for °1.0C f.o.b. the market, 
then the farm price of such milk would be 50 cents. Of COURSES 11 
such milk is shipped any great distance as fluid milk, the product 
equivalent f.o.b. the market may not sell for enough to more than 
cover transportation costs fram the farm to the market. Therefore, if 
milk is shipped to the market in fluid form for any appreciable dis- 
tance and then converted to more concentrated products, farm prices 
for fluid milk are decreased appreciably. . Under these conditicns the 
seasonal variation of prices paid producers would be much more pro- 
nounced than that obtaining under the conditions treated previously. 


G. The price structure, decentralized processing, special qual- 


ity requirements for fluid milk — variations in preduction. 


The seasonal variation in prices to producers would be even 
more marked than under the.conditions treated previously if there were 
higher quality requirements. for milk produeed for use as fluid milk 
than for milk produced for use in other products. 


This can be demonstrated quite readily by reference to the 
following example wherein it is assumed that (1) distributors bring to 
the market only that milk needed to meet their fluid requirements, 
Which are assumed to be constant; (2) the area from which the fluid 
milk is drawn is contracted and expanded inversely to the seasonal 
variation in production; (.3) distributors contract with producers te 
take their iailk only fer the periods wherein it is needed (obviously, 
under this sort of an arrangement the milk of some producers would 
ke used as fluid milk all of the time while that af others would be 
so used at only certain specified seasons in the year); (4) the cost 
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of meeting sanitation requirements, if all milk were sold as fluid 
milk during the year, would be 20 cents per hundredweight per pro- 
ducer; (5) the alternative farm value of milk sold for any other pur- 
pose is $1.00 per hundredweight; (6) transportation costs vary uniform- 
ly with distance, at one cent per hundredweight per mile; (7) during 
the season when the milk of producers in outlying areas is not needed 
for fluid milk uses, there are plants available for manufacturing it 
into other dairy products. ; 


Under these: circumstanees the total yearly cost of meeting 
fluid milk requirements for outlying producers, or, rather, for those 
producers who sell their milk as fluid milk for a short period during 
the year, would have to be é¢overed in a much higher farm pr} yey POT 
the months during which they sell their milk as fluid milk.—/ Under 
these assumptions, a producer selling his milk as fluid milk during 
the entire year would incur only 80 cents per hundredweight addition- 
al expense for meeting sanitation regulations. On the other hand, the 
producers who sold milk as fluid milk.one month of the year would incur 
equal expenses over the entire year, or approximately tvielve times as 
great per unit’for the month during which such milk is sold as fluid 
Intl. Thus, during the season of low production the farm price must 
be sufficient to cover, during one.month, the entire cost of mceting 
sanitation regulations for the entire yoar, which, in the assumed case, 
vould amount to approximately. $2.40 per hundredweicht above the altcrna- 
tive use value for:milk at the farm. The operation of this factor is 
depicted graphically in Figure 8. ee 


Under these assumptions the f.o.b. city price (farm price plus 
transportation costs) ranges from $2.20 per hundredweight during the 
month of high production to $4.95 per nundredweisht during the month of 
low production. If, as assumed, distributors purchase a uniform quantity 
of milk per month, ‘the weighted average price would be approximately 
$2.90 per hundredweight. If, however, production within the area within 
100 miles of the market (see Figure,8) were uniform from month to month 
at a level equal to production during the month of high production 
obtaining in the examplé set forth above, the f.o.b. market price through- 
out the year would be $2.20 per hundredweight as compared to the. weighted 
average price of $2.90 per hundredweight prevailing under the conditions 
as set forth in the previous example. If, therefore, the distributor 


ae 


10/ Of course, part of the expenses of producing milk in conformance 
with the sanitation regulations is fixed, and part of them is vari- 
able. This introduces an additional complexity, and probably oper- 
ates to change the seasonal price curve from that set forth in this 
analysis. However, it does not appear necessary to develop this 
point further for the purposes of ‘this paper. © 
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could procure his milk supply from producers who produce a constant 
volume of milk throughout the year, it is to his best interest to do so, 
Since he could secure his milk supply for less total cost then would be 
the case otherwise. iy 


It should be noted that the marked seasonal variation in prices, 
which in any particular market would be different from that set forth 
above, depending upon the degree to which conditions in the market and 
the supply. area vary from those assumed in the example, would in time 
be partially corrected by producers within the area changing their sea- 
sonal output curves in order to sell a larger volume of milk during the 
period when prices are seasonally high. However, it would be greatly 
to the advantage of some preducers to shift their seasonal cutput 
curves, and little if any to others, depending upon the type of farm 
organization and operation followed by each. 


It has already been indicated that distributors can afford to pay 
producers in such a manner that evenness in production is encouraged, 
due to the economies in procurement costs in securing milk from an area 
that is rather constant gecgraphically and in number of individual 
sources of supply rather than an area that varies markedly in geograph- 
ical extent and in the number of individual sources of supply. Also, 
it has been indicated that the economies involved in handling a mimimum 
and rather constant volume of excess milk furnish an incentive for dis- 
tributors to pay producers in such a manner that evenness in. production 
is encouraged, in addition to the incentive noted above. 


Heretofore it has been assumed, for purposes of analysis, that 
there is no difference between the seasonal production curves of in- 
dividual producers. This assumption is now discarded and the analysis 
focused upon conditions more nearly in accordance with those that pre- 
vail in actual markets. It is well recognized that there are marked 
differences between the seasonal production curves of different groups 
of producers as well as individual producers. 12 Thus, in any parti-~ 
cular milk market there are many producers who produce milk practically 
in accordance with fluid milk needs, while others do not. 


ll/ For purposes of presentation and emphasis, this example has been 
exaggerated. 


lef Lininger, F. F., Pennsylvania State College, Agricultural Experiment 
Station Bulletin No. 231, also based on unpublished data in the files 


of the Dairy Section. 
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A brief consideration of the types of distributors and pro- 
cessors operating within any particular milk shed will now be given 
in order to bring into the analysis the conditions shich, taken in 
conjunction with those set forth in the two preceding paragraphs and 

in Part III of this paper, suffice to explain why milk suitable for 

consumption as fluid milk is brought to market, one part of which 
sells for one price, another part for another, etc., in short, the. 
development of a system of class prices. 


In almost any milk market (except as is the case in those small 

' villages and towns where practically all of the milk.is distributed 

by producers) wheré the economy of the market has developed to the 
point that distributors have become specialized, different degrees 

of specialization obtain between distributors. Some distributors 

sell only fluid milk and/or cream, others sell only fluid milk and/or 
cream and a relatively small volume of manufactured by-products (butter, 
cheese, ice cream, etc.) and still others sell some fluid milk and cream 
and sell a relatively large volume of manufactured dairy products. 
Within the same area, other processors produce and sell manufactured 
dairy products entirely. In other words, all degrees of enterprise 
combinations are to be found, ranging from the highly specialized . 
fluid milk distributor to the relatively as highly specialized manu- 
facturer of manufactured dairy products. The reason for such special- 
ization is, obviously, that the economies in organization and opera- 
tion gained through specialization are quite marked. This point needs 
no further proof than that evident to anyone who observes the present 
organization and Open nva es of industry, both agricultural and ron-agri- 
cultural. 


‘ 


Under the above conditions, it may appear that it is to the in- 
terest of all fluid milk distributors and all processors of manufactured 
dairy products within a particular area to pay producers in such a manner 
that evenness in production.is encouraged rather than for specialized 
fluid milk distributors to do this alone. This is true to a certain ex- 
tent. However, milk is bulky and perishable and the storage of milk is 
not geanomical ty feasible. On the other hand, manufactured dairy prod- 
ucts can be and are stored for relatively fone intervals. Thus, manu- 
factured dairy products are produced in largest volume during the spring 
and summer months and are stored until they are moved into consumption. 
This tends to even out the seasonal variation in the prices of manu- 
factured dairy products. Under these conditions the premium that could 
be paid producers of milk for use in manufactured dairy products to en- 
courage evenness in supply would be equal to the cost of storage from 
the flush production period until the product moves into consumption and 
the savings realized in manufacturing costs when the volume of product 
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rec nisen ence oat the year. is s constant rather than varying. In 
addition, the supply areas of individual manufacturing plants are, 

in most cases, much smallen than the supply areas of individual 

fluid milk plants so that transportation costs do not affect farm 
prices seasonally to as great an extent as is the case with fluid 
milk. Also, there arc, in many cases, few sanitation requirements 
with respect. to the production, care and handling of milk produced 
for use in the production of manufactured dairy products; and, in 
those cases where there are sanitation requirements with respect to 
such milk, they. are rarely, if ever, of such nature that farm pro- 
duction costs are increased markedly.. Thus, sanitation requirements 
for milk produced for use in the production of manufactured products 
do not operate to inerease the seasonal variation in the price of 
such milk to any appreciable degree, certainly,.in any case, to a 
much:lesser extent than in the case of milk produced for use as fluid 
milk. These considerations suffice to explain in a large measure why 


. pricing systems pointed to encouraging evenness in production have 


not developed with respect to milk produced for use in the production 
of manufactured dairy products, 


In view of the foregoing, it appears that there is a wide 
range in the incentive of different types of distributors to pay pro- 
ducers in a manner that encourages evenness in production. For spe- 
Cialized fluid milk distributors this incentive is quite strong and 
diminishes in strength in relation to the diminution in the degree of 
specialization of distributors until, in the case of manufacturers of 
manufactured dairy products, there is little incentive to purchase 
milk from producers for evenness so that evenness in production is 
encouraged. Under these conditions fluid milk distributors will com- 
pete with each other to secure the patronage of those producers who 
produce a rather constant volume of milk throughout the year so that 
these producers become associated with specialized fluid milk dis- 
tributors. Further, producers who produce a more variable volume 
Of milk will become asceciated with less specialized distributors. 
Stated in other terms, when producers are classified on the basis 
of their relative seasonality of production, they will tend to be- 
come directly associated with distributors in accordance with the 
relation between the relative constancy of production of different 
classes of producers and the relative strength of the incentive of 
different classes of distributors to secure an even volume of sup- 
ply of the raw material, Thus, within a milk shed different pro- 
ducers will receive different prices for milk, such differences, 
after adjustments for location differences, being due to relative 
differences in the seasonal variation of production of different 
producers. Under these circumstances and providing economic forces 
have time to work out their full effects, producers who produce 4 
relatively constant volume of milk througheut the year will receive 
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higher. prices than those producers. who produce a relatively more 
variable volume.of milk throughout the year. Furthermore, the 
producers who produce a relatively constant volume of milk. through- 
out the year will tend to be associated with highly specialized 
fluid milk distributors (highly specialized in the sense that 

the operating unit is engaged almost entirely in the distribution 
of fluid milk), while those who produce a relatively more variable 
quantity will be associated with distributors who are less highly 
specialized (in the sense noted above). 


Heretofore, no seasonal variation in consumption of fluid: 
milk has been.assumede The next step in the analysis is to examine 
how (1) various factors eperate to establish retail prices for fluid 
milk at a practically uniform level throughout the year and, with 
small seasonal variation in demand, lead to the development of the 
seasonal excess, and (2) the mannér in which the bargaining arrange- 
ments between producers and distributors affect the price structure 
for milk within a milk shed, ve 


‘PART III 


The Utilization of Milk in a Market as Influenced 
‘om by the 
Nature of the Demand for Milk. 


Heretofore the analysis has been developed on the assumption that 
there were no variations in the amount of milk sold as fluid milk in the 
market from day to day and season to season, hence, granting seasonal 
variation in production, it followed that, during the period of the year 
when production exceeded consumption, a portion of the milk produced for 
use as fluid milk in a particular area had to be diverted to uses other 
than fluid milk. This assumption is now dropped, and the analysis is 
focussed upon the determination of (1) whether there are variations in 
the volume of milk sold in the market from day to day and season to 
season, (2) the factors that account for such variations, if any, and 
(3) whether such variations are or normally may be expected to be of 
sufficient amplitude to keep the total volume of milk sold as fluid milk 
in the market equal to the volume of milk produced for use as fluid milk 
in the area supplying the market. A solution of the problems noted 
above is to be found largely in a consideration of the nature of the de- 
mand for fluid milk and the manner in which milk is distributed to con- 


Sumers. : 


When considered in light of the usual supply and demand analysis 
of the factors affecting the price of any particular commodity, it might 
be expected that retail milk prices to consumers would be adjusted or 
changed from day to day and week to week as changes took place in the 
supply and demand situation. Stated differently, if, on a particular 
day of the week or during any particular. week, milk supplies increased or 
decreased, it might be expected that retail milk prices (assuming no 
change in demand) would vary inversely to the changes in supplies, 
especially in view of the fact that milk is a highly perishable product 
and cannot be stored advantageously. 


As far as actual supply and demand conditions are concerned, there 
are relatively large day to day variations in demand 13 and relatively 
small day to day variations in supply. Under these circumstances, it 
might appear that there would be marked variation in the retail price lof 
milk from day to day, However, it is probable that this pricing proced- 
ure would necessitate a type of market organization or mechanism whereby 
buyers and sellers would meet, or through which buyers' day to day demand 
Schedules and sellers! day to day schedules of reservation prices would 


13/ This point is developed in more detail later. 
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be made known and would operate to adjust prices in accordance with the 
day to day supply and demand situation. This type of market organiza~ 
tion or mechanism would be somewhat malogous to the present produce 
exchanges. However, such procedure would be markedly different from 
the present procedure through which day to day retail prices not only of 
milk but of many other products are established. 


Milk is generally distributed to consumers early in the morning, 
and numerous milk routes are necessary in order that customers be 
reached. A driver on a milk wagon cannot ascertain what the demand for 
milk will be on his route until he has completed deliveries. Thus, as a 
practical matter, it is impossible for him to adjust his prices in 
accordance with the demand situation as he finds it. The same consider- 
ations apply to the distributive enterprise as ® whole. If the demand 
schedules of consumers on each milk route, and the aggregate demand 
schedules of consumers purchasing from each distributor and for the mar- 
ket as a whole, were known and accurately predictable from day to day, 
then the dealer could (in theory) quote prices each day on the basis of 
day to day changes in the day to day supply and demand situation. As 4 
practical matter this procedure would be extremely unworkable. The ° 
highly technical nature of the annlysis that would be necessary if such 
procedure were to be followed, the cost of such precise analysis (which 
would probably have to be detailed enough to allow the determination 
and forecasting of the demand schedules on many, if not all, .milk 
routes), and the partially indeterminate nature of the results secured 
would preclude following the procedure outlined. The only practical 
procedure is for the distributor to quote prices for a longer period of 
time, rether than to quote prices daily. This is the procedure dis- 
tributors actually follow and, under these circumstances, day to day 
variations in the demand for fluid milk (day to day variation in 
supplies 1 ess negligible) are manifest in variations in day to day 
purchases by ‘consumers at a constant price, rather than being manifest 
in day to day variations in price. 


It may appeer, when weekly and monthly periods are ‘considered, 
that retail prices would change in response to weekly and monthly 
changes in the supply and demand situation. However, retail prices 
remain constant for relatively long periods. (See Table 1.) The 
reasons for retail prices remaining constant for relatively long. 
periods of time, rather than being reduced so that the seasonal 
increase in the volume of milk produced for use as fluid milk which 
takes place during the summer months in most milk merket supply areas 
is moved into consumption as fluid milk, will now be examined. The 
explanation of practically constant retail prices of fluid milk is to 
be found mainly in the nature, of consumer's response to changes in 
prices and, arising mainly therefrom, the sales and price policy 
followed by distributors. 


1l4/ This is not to say that supplies do not chnnge from day to day, 
Sinee there is 2 trend in daily supplies thet is seasonal in 
character. However, this trend is small when considered on a 
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Table 2. Number of periods during which 
retail price of milk remained 
unchanged for e year or more 
in principal milk markets. 


ne rn eit en eee ee remem i ee me ee ee ee ee RR EL Re a oo a = a 


ne Rr ete ee EE ne a LR NE TR em 


Market e leHee Hite 5-56.2057-48 - : Over 45 : Period 
months: months: months : months : years 
: : : : covered 


:Percentage which 
Period during which price remained unchanged: the period dur- 


ing which price 
remained con- 


:stant for a 
:vear or more is 
:of total months 
:in entire perioe 


. . 
te me ce i ee et ee ree ee nee a ee ee me ee et te er ee ern | Hear Rem me ee ee a 


New York : uy : 2 : oP 1909-31 : 46.4 
Boston : af : 1907-31 11.3 
Philadelphia a 2 £ 1907-31 ; OV S7 
Chicago ° | 1 . i Pe ; 1907-31 ; Tle 
Baltimore 5 ud : : i 1909-33 61.3 
Washington 4 : We - : 1909-31 51.2 
Minneapolis ; 4 i 1909-30 S008 
St. Paul : a a | % 1914-31 2802 
St. Louis I vs ; : ie 1909-31 Oeec 
Atlanta 9) iL : 1907-31 40.3 
Omaha oe ’ 1909-31 2eel 
Denver es L ; : 2 1909-31 41.7 
Los Angeles. ; at : z : 4 ‘ 1909-31 64.9 


Based on:data secured from reports of the Bureau of Labor Statistics, United 


States Department of Labor. 
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Statistical investigations have in general indicated that the 
demand for fluid milk by consumers is very inelestic; that 1S, “vhAv 
the change in the quantities of milk taken, following inereases or 
decreases in price, is relatively very snall. Two published studies 15/ 
for thse Chiengo and New York markets indicste that, during the period 
“éovered by the studies, when consumers recognized the necessity for 
changes in the retail price of milk, 2 one cent chanze in the retail 
. price of milk per quart hed « very slight immediate eaffact on sales 
and this effect was considerably diminished after five or six weekse 


Evidence relative to ths influence of price changes upon milk 
sales has been obtained from an examination of the milk sales by iais— 
tributors purchasing from cooperative associstions in Brltimore, Mary- 
land, Boston, Messnchusetts, and the Twin Citics, Minnesota. In these 
cities the cooperative associations herve a considerable share of the 
business of the market and changes in their sales “re no doubt repre- 
sentative of the merket as : whole. These date were anelyzed by com- 
paring the sales in the ealend=ur month preceding the price change with 
‘the sales in the calendar mohth following the price change, O/ after 
ad justing for the influence of the average sensonal variation in sales. 
Indexes of seasonal variation wers calculated by the median-Link- 
relative method, omitting the months in which price changes occurred. 
- The compared months have been adjusted by dividing each by its cores 
sponding seasonal index. The results of the analysis are given in 
Tables 2 to 4.6 


eat, Examination of the date shows that usually a change in price 
results in an opposite but much smeller change in sales. In Boston, 
there were fifteen price chenges (eight decrerses and seven increases) 
during the period March 1922 to September 1941; in Baltimore there 
were only two changes, one decrense and one incressc; and in the Twin 
Cities market there were seven decrenses and three increases. Changes 
yk sales in Boston were directly associated with changes in prices in 
four cases instead of being inversely associated “s would be the case 
+f other conditions remained the same. These four exceptions 
followed price changes occurring in July 1927, April 196, July 19289 
and August 1931; and there were four exceptions in the Twin Cities 
market in March 1926, November 1927, January 19%1 and. March 1952. 
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eo erase apeerttenegenc aint inamonenin thm 
15/ Ross, H. Aw The Marketing of Milk in the Chicngo Dairy District. 
Ill, Agr. Exp. Sta. Bull. 269, pp» 503-510, 1Y25~- 
Ross, H. Ae Some Factors Affecting the Demand for Milk and Cream 
in the Metropolitan Ares of WNev York. U. S. Dept. of Aer. Teche 
Bull. 73, Dp» 44-47, L9ZP. 


1s/ In some euses prices echenged ench month for two or more consecu~ 
tive months. In these cases, the gales in the calendar month 
preceding the price change were compared to the enlendar month 
following the last month in the series of consecutive monthly 
price changeses 


Table 3 e 


Sales 

Month : (30-day m 
$ basis 

ee OOOr eat 
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September 1926 : 1,544 
November 1926 ; 1,910 
Percent change ; 


March 1931 


. oe ee ee 


May 1931 
Percent change : 
Absolute aver- 


agse percent 
ehebeare), 


eo 88 e8 se 


Table 18 Appendix, 
Table 17 Appendix. 
Computed from Columns 
Table 19 Appendix, 


ee 


Changes in sales of fluid milk 
following changes in retail prices, 
Baltimore, Maryland, September 1926 
to May 1931, inclusive. 


; per quart 
Cents 


13 


14 


—-14,3 


11.6 


: Index On : Seasonally: Retail 
onthy: seasonal varia-:adjusted, : prices 
) : tion :sales oy 
lons: Percent 5, 0OU0“gals: 

: 100.5 Tao : 

: 101.0 ge eo ‘ 

. : —2e7 

: PO ec : 1,428 : 

: 101.4 > 1,442 : 

‘ : +1.0 ; 

: : 1L& 


i tial 2 


Represents average of percentage changes without regard to signs. 
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Table 4. Changes in sales of fluid milk following 
changes in retail prices, Boston, Massa- 
chusetts, March 1922 to September 1931. 


~t Sales i : 


Mowe 3(d0-day :Index of :Seasonally :Retail prices, 
Mon es, ; ; a 
month :seasonal :ad justed sper quart 
4 
ieee, anteeer Gaeenee 3/ : 4/ 
sMill. lbs.: Percent ‘Mie tbo eee: Cents 
March 1922 : 22.0 ; 98.6 a) 2250 : Lo3e 
May 1922 $ Bee ts at 9960 : Le09 : 1260 
Percent change : Np or f-beett - - 7.4 
June 1922 B: Pareles 102.8 : Boer : 12.5 
August 1922 eee, ZT: baile LOS au : 22.2 a lls Leen 
Percent change.: : : -4.3 + 8,0 
March 1923 . rape rye) : 96.6 : rae Pee) : 14,5 
May 1923 4 la 99.5 ; 2007 : 13.5 
Percent change : : +1.7 : - 6.9 
June 1923 : 2566 : 102.8 : 24.9 : 15.5 
September 1923 : Bee ore : 100.5 : mole : 14,5 
Percent change : : : =a + 7.4 
October 1923 : 2066 ‘ LOO ».4 : Boe) : 14.5 


May 1924 F 2502 H 99.5 : 2O~ed : Le 


Percent change : : +7.7 : -17.2 
June 1924 : S5e8 : 102.8 : 25.5 : Le 
October 1924 : 4 el : 100.4 : 24.0 : 14.5 

Percent change : : $ “5.9 : +20.8 
February 1925 : 24.4.6 ; O76 : Bo .8 ; 14.5 
April 1925 ; 25.2 ; 97.2 : Bu. D : 15068 

Percent change : ; > «$e : - 6.9 
April 1925 : BO 8 2 G7 eet ¢ 25,9 . 13.8 

Percent chenge ; : oP : ~ 3.7 
June 1925 ‘ 28.0 : 102.8 ; BT ake 13 
September 1925 : 20.7 : 100.5 - 25.6 $ 14.5 

Percent change ; : $ —5 29 ; +11.5 
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Table 4. (Continued) 


: Dales : ti : 3 
: (30-day :Index of :Seasonally :Retail prices, 
Month é 
smonth ay, :sersonal ek sper pee 
:basis) variation -sales aru! 
sMill. lbs: Percent ‘Mill. lbs. : Cents 
October 1926 $ 28.4 : 100.4 : 28.20 : 14.5 
February 1927 : 2768 : 97.6 : 2850 : 14 
Percent change : : : 40.7 : - 3e4 
June 1927 Sire: V0 ae 102.8 2) (fees : 14 
March 1928 3 PEAS : 98.6 ‘ 29.9 : Los3 
Percent change :; : 7 +60 : +10.7 
March 1928 : 2965 : 98.6 2909 ; Lod 
May 1928 $ 29.5 3 99.5 : 2926 4 14.5 
Percent change ;: ‘ : -1.0 : - 6,0 
June 1928 : 299 3 102.8 : Cook : 14.5 
September 1928 $ 29 4 : 21818 YS) : 2900 4 LDed 
Percent change : : +0. : + 6.9 
November 1930 : aoa : LO e? ‘ 28.9 : LOsD 
March 1931 : Jee g 98.6 : 0066 ve T2.0 
Percent change ; : +59 ‘ ~1924 
muy 193). Ole t ; 106.8 : 296 : L225 
September 1931 : 510 : 100.5 ; 30.0 : 2 HEALS 
Percent change : ;: : +1.3 : + 8,0 
Average percents : ; : : 
age change 5/ ; : : O08 : +11.9 
Average percents : 3 : : 
age change O/ ; : : +35.8 ‘ - 9.9 
Absolute average : : ; : 
percentage : : : ; 
change 7 : : : 4.9 : 10.2 


Table 20 Appendix. 

Table 17 Appendix. 

Computed from 1 and 2/. 

Table 21 Appendix. 

Represents avernge of percentnge increnses in price that were asso- 
ciated with percentrge decrenses in sales. 

Represents average of percentage decresses in price thet were asso~ 
ciated with percent.ge incrernses in soles. 

Represents average of percentsge chenges in price or in seles, without 
regord to signs, that were associated with opposite ch:nges in sales 
or in price. 
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Table 5. Changes in sales of fluid milk following changes 
-.» ...in-retail prices, Twin Cities, Minnesota, March 


1924 to August 1932. k 
Las wate ee : Index of : Seasonally : Retail 
Month and year : a) aay, ; seasonal 2/* te ey, : prices 4/ 
oy $14, DaBLeIe/) Geran on 6 sales : per quart 
: Thousand pounds: Percent :Thousand pounds: Cents 
: A ; k ; > 
March, 1924 it icc api A : 101.4 : de : IB ee, 
May, 1924 i eee ee r DO en) : eee ; 10 


Percent change 4 : : + Dine : - 13.0 


July, 1924 cs Bae Bek ny ; 98.0 : Le ae : 10 

September, 1924 t1 783 4 LOO 41 4 Lyeeo : as 

Percent change : ‘ : - 2.8 : + 10.0 

August, 1925 : Pea TO : 99.1 : 12,684 ‘ 11 

October, 1925 Sor Le aoe : 102.5 : ee, ROe i 12 

Percent change Weis : : ~ 3.9 : + 9.1 

December, 1925 Soe ee : 98.0 : 12,2035 : we 

March, 1926 ay ee ae ; 101.4 3 12,077 : ae 

Percent change cole 3 : - O22 : - 8.3 

August, 1927° Sie | eee. : 99.1 s Lea eek : Lt ' 
November, 1927 : 12,608 3 Oe i Le oF : 12 

Pereent change Sen oe - + 1.4 A + O.1 

December, 1929 : 12,980 : 93.0 : 13,245 : 2 

February, 1930 ° Sy a Le ; LOLS) 3 13,457 : al 

Percent change : % en + 1l.4 ; ~ 8.5 

Oetober, 1930 : LS, 43 ; TOG sO *s a Aye ES : et 

January, 1931 : 12, 961 : 98.8 : ald pale 3 LO 

Percent change : < ; = 7 $ - 9.1 

November, 1931 : 12,724 * LO1L.7 ‘ Le ol : 10 

January, 1932 cu ge My Oe : 98.8 He es OO : 9.5 

Percent change : . : : - 1.3 : - 9.0 

January, 1932 : 12,203 : 98.8 ; 12,581, ->: 9.5 ' 

March, 1932 : 12,543 : LOL. 4 es £2 {301 8.5 

Percent change — : : ‘ + Ook ; ~ 10.5 

June, 1932 ‘ 12 , 634 $ 98.1 : £2,777 rs 8.5 

August, 1932 : Ls, 719 : 99.1 . 12,832: g A. 

Percent change ‘ 3 : + 0.4 . - 6.3 

Average percentags: , : 

change 5 i : 3 + 3.3 ; + 9.6 

Average percentage: ; : : * 
change 6 : t, : +~+ 2.0 : - 9,5 

Absolute average ;: t : : 

percentage ‘ : $ : € 
change 7/ : : : ee 9.5 


I LLC IAL LETC LA TCE ED bs rg i a a 
1/ Table 22, Appendix. 


B/ Table 17, Appendix. 

“Sf Computed from columns 1 and 2. 

4 able 23, Appendix. 

a] Represents average of percentage increases in price that were associated 


, With percentage decreases in sales. 
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These unusual cases occur in periods when business conditions were 
changing rapidly and appear to be adequately explained by changes in 
these conditions. 


Data contained in the reports of the Market Administratorsfor 
the various markets operating under Federal licenses also provide 
some indication of the consumer response to price changes in these 
markets. Only those markets where Class I milk was defined as whole 
milk, sold or distributed for consumption as whole milk, and where 
the size of the sales area has remained constant are considered. 
These data have been received for such a short period that it was im- 
possible to compute-a setisfactory index of seasonal variation and 
adjust sales for seasonal variation, except where other sales data 
from the same market where available for earlier periods, 


The results of this latter study must be interpreted with some 
caution since there are other factors than price which influence 
sales. udden chenges in tempereture influence the volume of milk 
sold. There is a seasonal variation in total fluid s:les, which is 
in part influenced by the vacation movement, and this in turn is 
affected by the prosperity of the community. Moreover, in a period of 
several months in recent years business conditions and consumer in- 
comes have changed materially. These considerations limit somewhat 
the significance of the results of the study. It is important to note, 
however, that the results supplement the results obtained in the other 
studies, showing that changes in price are associated with changes in 
fluid milk sales, and that the changes in prices are relatively much 
greater than the changes in sales. The data are shown in Table 5 and 
indicate that an average change of 3.4 percent in sales is associated 
with an average opposite change of 12.3 percent in price. 


It appears from the foregoing that the demand for milk is high- 
ly inelastic, especially when retail price changes are relatively 
small. When price changes are relatively large, it is probable that 
the change in consumption may be somewhat greater than when the changes 
in the retail price are relatively small, although the change in sales 
is probably less than directly proportional to the change in price, 
although the data that are aveilable relative to this point ere incon- 
clusive. L?/ stated differently, while the demand for milk is less 
inelastic when large, rather than small, price changes are considered, 
the coefficient of elasticity of demand still appears to be consider- 
ably less than unity. 


17/ See also Ross, H, A., Some Factors Affecting the Demand for Milk 
and Cream in the Metropolitan Area of New York, Technical 
Bulletin No. 73, U. S. Department of Agriculture. 


& 45 6 


Table 6. Summary of changes in sales and in prices 
in specified cities. 


pen 


+ Estimated aver-: Retail delivery 


Sales area and period : age daily : price, per 
>’ Class+I sales i: quart 
: Pounds : Cente 
Boston: : ve : a Se 
April 1934 to September 1934 ; 1,618,000 ; nN 
October 1934 to February 1935 : 1,992,000 ; ars 
Percentage change : - 1.6 : sti gy te 
March 1935 and April 1935 1,576,000 i 13 
Percentage change ~ 1.0 : + B60 
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Detroit: ay, 4 
April 1934 to June 1934 1,222; 000 : 19 
July 1934 to February 1935 1,167,000 L/ : ay 
Percentage change i - 4.4 : +10.0 
March 1935 Pai pbs lee, 000 ule ee 12 
Percentage change ‘ ore Lage : AP ont 
Evansville: : : 
May 1934 to September 1934 : 43,764 : 9 
October 1934 to Merch 1935 : 41,635 : 9.5 
Percentage change 5 ~ 4,9 ; + Ooo 
Grand Rapids: : ; 
August 1934 and September 1934 $ LA) is ; 9 
October 1934 to March 1934 ; 127,208 : LO 
Percentage change : 0.0 : +1161 
Kalamazoo; : ‘ 
July 1934 to November 1934 ; eh do te : 10 
December 1934 to February 1935 : 40,720 8 
Percentage change ; +10.9 ; -20.0 
March 1935 : 09,597 : 10 
Percentage change : - G2 +25.0 


Absolute averzge percentage : 
change 2 ‘ 3.4 ‘ 12.3 
Tebles 24 to 28, inclusive, appendix. 


yf Adjusted for seasons] variation. 
3/ Represents average of percentage changes without regard to signs. 
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On the basis of the foregoing, it appears that it would require a 
very marked decrease in price in order that any eppreciable seasonal 
increase in the volume of milk produced for use as fluid milk be moved 
into consumption as fluid milk in the market as a whole. It is rather 
generally recognized thet changes in the prices received by producers 
thet »re associated with changes in retail prices are relatively greater 
then the changes in reteil prices. This is due to the fact that some 
of the more important elements in the gross margin between the price re- 
ceived by producers and the price at which the milk is sold at retail 
(transportation costs, country station charges and the like) do not 
change with changes in volume; in other words, they re fixed charges 
per unit. This being the case, the séasonal variation in.prices 
received by producers would be relatively greater than the seasonal var- 
jation in retail prices, which, as was pointed out before, would have to 
be quite marked in order that sny appreciable seasonal increase in the 
production of milk produced for use as fluid milk within the supply area 
be consumed as fluid milx, Over e period of time, the market scasonal 
variation in prices reccived by producers would tend to be reduced, 
since producers would change the seasonality of their production in order 
to sell ea larger volume of milk at the time of year when prices were 
seasonally high, end would reduce their sales during the period when 
prices were seasonally low. However, it would be greatly to the advan- 
tage of some producers to change the seasonality of their production and 
little, if any, to others, depending upon the type of farm organization 
and operation followed by each. Thus, given time for economic forces to 
work out their full effects, the seasonsl variation in supplies and 
prices received by producers, and consequently the seasonal variation in 
retail prices, would be much less marked than would appear to be the 
case at first. 


The second Limitation to lowering prices on the basis of the 
seasonal increase in the volume of milk produced for use as fluid milk 
by any dealer is that, in order to hold the new customers later when 
supplies in the market are short, dealers would have to develop new 
sources of supply during the short season in order to have sufficient 
milk to meet the requirements of their lerger business. These new 
sources involve an expense in development (see Part II, Section G) and 
may also have an equal or greater seasonal variation in production the 
following year. ‘The alternative is to raise prices when supplies ere 
short and thereby reduce the customer's takings or to fail to serve the 
added customer. Either of these latter procedures is sure to lead to 
dissatisfaction. 
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The foregoing facts and considerations suffice to explain in 


large part why reteil prices of fluid milk tend to remain practically 
constant on a seasonal basis. Thus, instead of retail prices showing 
marked seasonal variation of such magnitude that the seasonal changes 
in volume of milk produced for use as fluid milk be moved into con- 
sumption as fluid milk, retail prices remein practically constant 
seasonally and seasonal chenges in demand are reflected in greater or 
less takings of fluid milk, as the case may be, at the ruling level 
of prices. Such seasonal variations in demand are generally quite 
small, end are much less than the sessonal varistion in the volume of 
milk produced for use ss fluid milk that obtains in most milk market 
supply 2rease (See Table 1”, Appendix. ) 1s/ Thus, unless the volume 
of milk produced for use as fluid milk is equal to fluid milk require- 
ments on a seasonal basis, the sensonel increase in the volume of 
milk produced for use es fluid milk is diverted to uses other than 
fluid milk. Stated differently, the seasonal increese in the volume 
of milk produced for use as fluid milk becomes a seasonal excess over 
fluid milk requirements. In the next part of the analysis of the 
price structure for milk within a milk shed, an explanation of the 
development of class prices, or the classified price plan of payment 
for milk by distributors, will be set forth. 
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See also Ross, H. A., The Marketing of Milk in the Chicago Dairy 
District, Ill. Agr. Exp. Ste. Pull. No. 269, and Ross, H. A, 
Some Factors Affecting the Demand for Milk and Cream in the 
Metropolitan Aren of New York, WV. 5S. Dept. of Agr. Tech. Bull. 
No. ode 
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Part IV 


The Price Structure for Milk within a Milk Shed - 
The Levelopment of Class Prices. 


« The analysis of the price structure for milk within a milk shed 
% will now be focussed upon the manner in which class prices ar, stated 
more precisely, the classified price plan of selling milk to distribu- 
tors, develops in a milk market. At this point it is important to set 
forth as clearly as is possible in a short paper ,the difference between 
the classified price plan and the rating hten o The classified price 
plan is a method of selling milk to distributors, while the rating plan 
is a method of prorating to producers the proceeds of sales to distrib- 
utors. The classified price plan does net necessarily need to ke 
complemented by the cyeration of a rating plan, and classified price 
plans are often used where no rating plan is in operation. On the other 
hand, the rating plan under certain forms of administration becomes in 
effect a classified price plan and a plan for prorating to producers the 
proceeds of sales to distributors. For example, in some markets, pre- 
ducers associations bargain for "base" and "surplus" prices; "bases" are 
established for individual producers for which "base" milk producers re- 
ceive "basic’ prices. Producers are shifted among distributors in such 
: fashion that the total bases of producers delivering milk to any particu- 
lar distributor are approximately equal to such distributor's sales of fluid 
milk. However, pricing milk to distributors in accordance with a classi- 
fied price plan is usually more precise than that just noted, with a more 
strict eccounting and pricing of milk according te use, and is not neces- 
a sarily overated in conjunction with a base-rating plan. 
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For the purposes of this paper, the classified price plan is de- 
fined as a method of selling and pricing milk to distributors in accord- 
ance with the use made thereof, while the base-rating plan is defined as 
a method of prorating to producers the proceeds of sales to distributors. 


f ¢ It has already been demonstrated (see Part II) that, assuming 
little seasonal variation in the demand for milk, certain supply character- 
istics eperate so that, given differences in individual producers' 
seasonal output curves, and providing that economic forces have time to 
work out thair full effects, producers who produce a relatively constant 
volume of milk throughout the year vill receive higher prices, other 
factors accounted for, than producers who produce a relatively more 
ad variable volume of milk throughout the year. Purthertinre, the producers 
who produce a relatively constant volume of milk throughout the year will 
tend to become associated with highly specialized fluid milk distribu- 
tors (highly specialized in the sense that the operating unit is engaged 
almost entirely in the distribution of fluid milk, while those who pro- 
duce a relatively more variable quantity throughout the year will tend to 
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197 Often called base-surplus, base-rating, and the like. 
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hecome associated with distributors who are less highly specialized (in 
the sense noted above). The assumption that there is little seasonal 
variation in the demand for milk was then examined, (Part III) and it 
was found that certain factors operate so that there is marked seasonal 
uniformity in retail fluid milk prices, and seasonal changes in demand, 
which are very small in most cases, are reflected in slight seasonal 
changes in the quantities of fluid milk consumed at practically constant 
prices, rather than seasonal changes in the quantities of milk consumed 
that are associated with seasonal changes in retail fluid milk prices. 
It is in the analysis of the seasonal behavior of retail fluid milk 
prices, and the effects such behavior would tend to have upon the prices 
received by producers, that the reasons for the development of the 
seasonal excess were ascertained. 


Once the development of the seasonal excess has been demonstrated, 
the basis for the effort on the part of specialized fluid milk dis#fibu- 
tors to secure a uniform volume of milk throughout the year becomes: ap- 
parent. Under these circumstances, the argument that specialized fluid 
milk distributors tend to secure milk to meet the needs of their fluid 
milk trade, which are practically constant seasonally, from producers 
who produce a relatively uniform volume of milk throughout the year, such 
producers receiving higher prices, other factors accounted for, than 
producers who produce a relatively more variable volume of milk throughout 
the year and, consequently, tend to become associated with less highly 
specialized distributors, applies with especial force. 


It should be noted that it is not contended that distributors 
select producers who produce a relatively uniform volume of milk through- 
out the year at random throughout the milk shed. It is rather well 
recognized that, gencrally speaking, producers within a particular type 
of farming area have markedly similar seasonal output curves. Thus, a 
distributor who wishes to secure a uniform supply of milk throughout 
the year can usually operate in an area or areas where a fairly large 
supply of such milk is available. 


The situation treated above with respect to the procurement of 
milk by distributors is strikingly similer to the situation that ob- 
tains when distributors purchase their milk in accordance with the pro- 
visions of a formal classified price plan. In the former situation, 
there is a elose approximation to the purchase of milk on 4 classifiod 
price basis, considering the market us a whole, due to the fact thet 
those distribution units which cre highly specialized, i.e., which 
distribute by fer the larger portion of the milk they secure as fluid 
milk, tend to pey higher priees for milk then distribution units 
which are less highly speciclized, i.e., which utilize relatively 
more of the milk they secure as menufacturing milk. The difference 
between this method of purchesing milk end & formel classified price 
method.of purchesing is merely one of the degree snd precision tith 
which milk is classified in eccordence with the use made thereof. 
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Producers' cooperative associations have recognized the principles 
noted above in bargaining with distributors and have developed the system 
of formal class prices ijnereby milk is priced by cooperatives to distrib- 
utors in accordance with the form in which milx is sold by distributors. 
Thus, a formal system of class prices, intended to secure the seme result, 
is substituted for the rather informal system of clrss prices discussed 
above. The distributor with the larger use of milk in fluid sales pays a 
higher average price than the one with a considerable utilizetion in man- 
ufactured products. The system of formal class prices has the advantage 
for the producers! cooperative association of simplifying the bergaining 
arrangements, since it automatically establishes the basis of payment for 
the different dealers once the general terms for the market are determined. 
Without class prices, individual bargains would be necessary with each 
dealer in order to insure producers the full value of their particular 
milk, and the association would be exposed to the criticism of over- °F 
under-pricing the milk of particular producers and over- or undercharging 
particuler distributors. Class prices dispose of this necessity for indi- 
vidual bargains and result in payments corresponding to the prices which 
would heave been errived at under proper individual bargaining. 


In addition to the sessonal factors treated above which lead to the 
development of a classified price plan of selling milk to distributors, 
there are certain types ot organization of supply that would lead to the 
development of = iormsl cless price system, even though the volume of milk 
produced throughout the year and the volume of milk consumed in the merket 
throuzhout the year vere precisely correlated, except for daily variations 
in demand and supply. - In such cases, the reason for the development of a 
classified price plan is to be found in the fact that there must be brought 
to market a volume of milk in excess of daily average sales, such excess 
volume being needed to meet daily veriations in sales. 


It is rether well recognized that there are significant variations 
in the amount of milk sold from day to day in a fluid milk market, such var- 
dations being attributable to such factors as (1) consumption and norking 
habits of the people hich tend to show a regular day cf the week veria- 
tion, (2) holidays, and (3) changes in temperature. 


Consimption and .orking habits of the people are such as to cause 4 
rather regular day of the week varietion in the sales of various products. 
Most business concerns, for exam le, do not operate on Sunday and many also 
close operations on Scturday afternoons. The Sunday cinner is frequently 
a heavier and nore elaborate meal than that served on \week days. These 
factors affect :.holesale and retail sales of the various products differ- 
ently. ‘sholesale sales of milk sna cream are ordinarily low on Sunday, 
vith sales to restaurants and cat'eterias also low on Saturday. Sales of. 
cream to stores are usually large on Saturday, Wriday and Monday. Route 
sales of milk and cream are heavier on Sunday. 


i BA 


ixamples of the variation in the average sales on various days of 
the week for several markets are given in tebles 6 to 10, inclusive, [n 
general, the greatest variation is found in cream sales, the range for 
the New York market for all cream being from 84.7 percent of the sverage 
daily sales for the week on Sunday to 127.9 percent on Saturday. For 
all milk in the same market the renge was from 90.2 percent of the 807" 
age daily sales for the week on Sunday to 102.8 percent on Friday. 
#xamination of the tables indicates a greater variation in wholesale 
Sales of fluid milk than of the retail sales, but in the case of cream 
the reverse may be the case. These variations differ in the various 
sections of a large city depending largely upon the economic status of 
the consumers and the number of persons who lunch away from home during 
the day. &l/ Since dealers have varying proportions of retail and whole- 
sale business and serve different sections of the population, they are un- 
likely to have variations in sales corresponding to those in the market as 
a whole. Some dealers will have larger variations in sales and others 
Smaller variations. The difference in the character of the business of 
dealers and the consequent differences of sales by day of the week, even 
for the same type of products, are shown in tables 11 to 14, “inclusive. 
These tables show the variation in the sales of Milwaukee, Wisconsin, 
dealers during the week of April 22 to 28, 1934, The daily sales of each 
dealer have been shown as a percentage of his own average daily sales for 
the week. This variation in sales among dealers means that the excess 
milk above the average daily ssles of the market is higher than would be 
the case if dealers had available some method of integrating their indi- 
vidual fluctuations in sales with other dealers heving different fluctua- 
tions, through a shifting of milk between them. 
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20/ Ross, H. A., Sone Factors Affecting the Desand for Milk and Cream in 
the Metropolitan Area of .'er; Lork, United States Department of Agri- 
culture - Technical Bulletin 75, 1988, 
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Table 8. Daily fluctuation in retail, wholesale and 
total sales of fluid milk and cream in 
Reeding, Pennsylvania. 
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Percentage of average daily sales for the week 
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Type of sale 
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’ Sunday ; Monday Tuesday ‘ ednesday Thursday’ Friday saturday 


: Percent: Percent: Percent : Percent : percent: Percent: Percent 


Milk; : : : : : : : 
Retail » 109,40 2 495.187) ‘OSFRR? . . RETO 2 G0. Oey eee POL Gey 
Wholesale : 61,36 * 106127 ; 2086 + 102.86 + 104.50 315.60 m LOY? «ioe 
Total » 91.90 © 9RYOS +° 99.92 : 100,00-- 100.86) 2) 104.607 
Cream: ; ; : a : : ; 
Retail «236,07 2 287.16, Ye nen 4 96.63: 87.51 < 85.99 = or ge 
Wholesale <« 77.81 : 202.83 - 96.32 : DLiVG@2".100,00 2 eo .coe Lila 
Total -/LUBVOL + -OSs24.: 98.38 .: 1082.65 2: 04.40 “ee 108.84 


Compiled from ‘Distribution and Consumption of Milk in Reading, Pennsylvania," 


pry T. K. Gotden, Pennsylvania Agricultural Experimental 
Station, Technical Eulletin 614, November 8, 1933. 
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Holidays also exert a considerable influence upon milk and cream 
sales, since these are occasions for special activities. On certain of a 
these days, notably during the summer, there is a considerable movement 
of people out of the city, while other holidays are feast days. In 
general, milk consumption appears to be somewhat decreased on holidays 
except for increases at Thanksgiving and Christmas. Sales of extra 
heavy cream at Christmas and Thanksgiving increase by over eighty per- - 


cent. Data for the New York market are given in Table 15. 


Temperature is also an important factor in short-time variations é 
in the demand for milk. In general, an increase in temperature 18S 
associated with an increase in demand, and a decrease in temperature is 
associated with a decrease in demand. In the New York market it was 
found that temperature changes in winter are more marked than in summer 
but that a change of a given number of degrees produced about three 22/ 
times as great a change in surmer as a similar change in the winter. 


On the basis of the foregoing, it appears thet a considerable 
volume of milk in excess of average daily sales must be brought to mar- 
ket in order to have a supply sufficient to cover daily variations in 
the demand for milk. Few datr sre available relative to the necessary é 
size of this daily excess, hereinafter termed the operating reserve, but 
it appears to range from ten to twenty percent of average daily sales at 
least, and perheps higher in some markets. ‘ 


If the producers in the market so organize their service of supply 
to the distributors so as to remove from them entirely or even partly the 
necessity of carrying this “operating reserve", producers can secure a 
higher price for the delivered milk since the distributor has always 
available all the milk he needs for his fluid milk trade and is also 
relieved of the necessity of procuring his milk from a large number of 
individual producers end is under no necessity of taking milk, a portion 
of which must be disposed of in channels other than fluid milk. This is 
one of the services which operating producers! cooperative associations » 
commonly provide distributors purchasing from them. They are thus able 
to sell distributors milk at a higher price than they ore able to secure 
when distributors are not so serviced. There would thus arise what * 
amounts to a class price for milk, distributors prying a certain price 
for the milk called for from the association and used for fluid purposes, 
with the association utilizing the remaining milk in the most profitable 
possible manner but intuses yielding somewhat lower returns than the ~ 
fluid sales. The difference between the prices charged distributors for 


22/ Ross, H. Ae, Some Factors Affecting the Dumand for Milk and Cream in se) 
the Metropolitan Area of New York, United States Department of 
Agriculture Technical Bulletin No. 73, pp. 39~44, 
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Table 12. Daily fluctuetion in wholessle sale of 
pints of regui:r milk, Milwaukee, April 
ae~eS, 1934, 
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Compiled from unpublished drta secured during'the Milwaukee Milk 

curvey conducted by the Federsel iimergency Relief Administretion, 

and Wisconsin Ruerg ney Relief Administrrtion under the direction 
of the Agriculturs1 Adjustment Administretion. 
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Pabiecto: Daily fluctuation in reteil sales of 
guarts of reguler milk, | Milweukee, 
April 22-28, 1934 
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Compiled from unpublished deta secured during the Milwaukee Wilk Survey 
conducted by the Federal Hmergency Relief Administretion end the Wiscon= 
sin Emergency Relief Administretion under the direction of the Agricultural 
Adjustment Administretion. 
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Compiled from unpublished deta secured during the Milwaukee Milk 
Survey conducted by the Federal Emergency Helief sAdministretion 
and the Wisconsin Emergency Relief Administretion under the di- 
rection of the Agricultural Adjustment Administretion. 
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Compiled from unpublished deta secured during the Milwaukee Mite 


; and the Wisconsin Imergency Relief Administretion under the 
direction of the Agriculture] Adjustment Administration. 


Table 15. Daily fluctwetion in retail sales or 
half pints of 18% cream, Milwaukee, 
April 22-28, 1934 
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milk that is sold by them as fluid milk end the price the associat: 
ss receives for milk in other uses is, other factors being the same, t 
‘i premium distributors are willing to pay for milk when such milk is 
een furnished them in conformnnee with their deily needs. 
| ; : ‘ 


r : ‘ 
: Although there may be other factors thet, in a perticular mar- 


a? , ket, also contribute to the development of a system of class prices, | 


the foregoing treatment suffices to explain the more important - 


considerations obtaining that, taken as a whole, lead to the develop-_ 


ment of class prices in most important milk markets, i, 
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Table 17. Index numbers of seasonal veriation in fluid 
milk seles by distributors purchasing from 
cooper:tive asso¢iations. 
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Average 160.0 100.0 100.0 
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Index numbers wers calculated by the median-link-relative method from 
data of fluid milk sules, omitting those months in which. price changes 
occurred. For basic data used in computing the index for Baltimore 
see tables 17 and 18; for Boston, see tables 19 and 20; and for Twin 
Cities, see tables 21 and 22. 
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Table @¢. Soles and retail prices of fluid milk in the \ 
Boston Sales Arcade ‘E 
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: : : -Fstimated: Retail : Retail: Class I 
: Class I :Milk reported:Estimated: average :delivered: store :price per 6 


Year ‘sales: *as percent. of total =: daily» (price) price curso ay 
and : of 3) estimated” ¢ Ulass wl 3 Class I, ; per : per :3.7% milky aie 
month’. milk - Sobeliisabes ot sales (: (sabes: So quart) 3 quart :1T.osDs Grae Pe 
; OOO Lbs.:% Percent |; 000 1lbs.: O00 lbs.&)) Cents, :° Gents » Dollars é 
1954 : : : : : : 
April oe a sao 89.5 Bg eer LOO oT b40) ae ind : ules & 2.99 
May a) 4456G 89.0 iQue Lia's) ol) GN aed e leh 2) LO’ tier 
June 45652 BO.D Sony oe.) 1, Oma: we Aon : EEO ea: 2299 
July : 48,117 89.5 65,768... 71,7354) gaa UL > | 10 sl) "ae 
August 2: 44,735 9030 ee NS Meas ©) 0 Ucar ene al Be MY! eal : LO Cedo 
September ; 42,847 90.0 AT 60.3 Wy oS7s F Lt ; LO 2.99 
October ; 44,729 90.0 AP OO sot COs 2 Le : Ut aes 5.26 
November ; 43,482 88.5 Bs tee) sl COR ale ee ‘ Lian Oeee 
December :; 42,698 88.0 4650502 j0,060 0% 12 : deh yes 5-26 
; : : ; : ; : a 
1935 : ; : : : : : de 
January ; 43,207 ;: 88.0 A099 2: Baa a he ee re 
Mepruary + 38,231 : 87 .0 pA 94d OBO ee lee 5" ede 3.30 y 
March APES 2) Beh. ah ag SSS: ds 509 ta ie tS eh So ete 3.49 
April ey oe 86.0 Ty SG200Gn? ae Dole | 3 eo As 12 3249 
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October to: : : : : : 
February : ‘ : Say, le hea Sige LZ 4 
%@ change : : : PE Se SUR o or 
March and : : ; * 
¥ April ; ; : Py ae i : : i 
#@ change : : ‘ ; wdc: 2 eee A . : e: 
a ce ee ee ee ee ge ee Te ae eae et LYE) ek Sec a a re 


Sales and Class I price compiled from reports of Market Administrator, 


Retail prices compiled from reports of U. S. Department ef Agriculture Market Ners 'g 
Service. ji 
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Table 25. Sales and retail prices of fluid 
milx in’ the Detroit Salés Area. 
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and = EOL “OF "esti~ © Glass I > daity :for sea: price +: price wommmee: 
month : Midk  enihdted). jsalesp.*>) Class ee, ie per : per seer 

:total sales: : sales ;:riation#; quart =: quart :f.o.b.d 


: 000 Ibs.: Percent : 000 lbs.: 000 lbs.: O00 lbs.: Cents : Cents:Dollar. 


1934 a a: : aa dal : 2 : 
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June ahs? 1 al Col ese sso 8) seid As Wave 3S Toe a 2.05 
July Seco ME GO Pe uGe ern te 6e A: TBO.) Tee ae 2.25 
August : 54,3544 ; 26 Or er Oey te Tema Ne AE ees Hay ‘ peed Boao 
Sepvember’ + 63,751 % "7 eee ery Leal ei OEY 2 11 : dy ine 
October : B4,776 : OOP ae Ob aee hae Ba te Be yl Go Bee 2.25 
November AE. Be 98 pee ery LOLs Ve (Se Re Los oe aa! B.05 
December oy OB. Be . 98 Be ee OO Re Oe. FSi ee as Mana : er Bent 
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January : 34,804 : Ooh 2 Sec6Ret 1.188 Lye6ls) 17 Ge 
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Sales and Class I price: Compiled from reports of Market Administrator. 
Retail prices: Compiled from reports of the United States Department of Agriculture 
Market Iiews Service. 


ay Sse test for index used. 


:Class 1 

Year :sales of: 
and > butter- 

month . :fat 
: Pounds : 

1934 ai 
March Herrero 828 
Avril 47 ,589 
May ‘4D, ace 
June : 46,210 
July i VaR ae 
August 45,008 
September ; 40,957 

. October ; 42,407 ; 

November 41,153 : 
. December 41,184 

1935 : 

. January : 43,351 

February : 40,059 ; 

March 45,090 ; 


May to Sept.: 


OcucO Ware. + 
Percent ¢ 
change 


Table 26. 
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in the Evansville Sales Area. 


. 
a 


ero 


GR Ss 


—te9 s+ Dye 


Sales and retail prices of fluid milk 
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‘Mileres co) be sbebimated -Retail:Retail:Class I 

sported as :Estimated :saverege -deliv-:store :price per 

percent of:total :daily ered :price :pound 

:estimated :Class I ‘Class JI -priLoe per :butterfat 

:total ‘sales of isales of _ :per :quart :f.0.b. 

:sales :butterfat :milk >quart scity 

poli: Keita ames iereaminet emt: a 
Percent : Pounds ; Pounds : Cents: Cents: Cents 
90 GI L20 209815995 2 Bedes Bee: 48 
90 521,875 46, SO oN ee oe ee 
87 Go,e00 45,840 9 pe tags 48 
85 baa oop sor ¢009 9 8-9 48 
95 50,281 : 42,685 9 8-9 48 
POs Satis 50,009 : 42,452 9 : 8-9 48 
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eS 7 Gane nO BS 


NOTE: Percentegs changes from March sales and prices were not calculated since 
sales during that month sppear to have been unduly high. 
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Table 28. Seles end reteil prices of fluid milk o 
in the Kelemezoo Seles Area PS. 
: 
bf 
‘ 
sa :Class I | AEG re- :Estimated.:Estima:Retail :Class I 
“?Sales of :ported es:total :ted av:deliv- :price per 
Year >Milk -percens: Class | ‘erage :ered :CWt. of 
and :of estime:Seles sdeily sand 75.05% milk 
month. sted tote)" ‘CLES Sa vstore. 30.0. De 
1OLage lis! os eS ‘praces. -CL ty 
: :Sales : eles 7 per Gt. : 
:Pounds :Percent :Pounds :Pounds:Cents : Dollars 
O54... Seay van tee 
July : LiZoG, Oo4: 98 Piao -cO0 BAO.6OGy 0 aR sic, 4 
August : 1,055,642: 98 Sono, Lad Bese ope Le 1.85 
Sept.) > 1,04 Bo4-) 98 ot4004,647 £50,406: an Lo 1385 2 
October: 1,078,968: PIGr es ky OO. 9G? OD. OL6 <a toe LS 
“ November 1,062,866: Q95 Tilo, CUO. son ,ee ee LO Ins 
December 17945, 3735: 95 tao O06 208 ,89c° 8 Leo 
1935 2 ; : 
Jenuem 3 1,210) 198: eae: 21,274,945 :41,127: 8 1.809 
Penrugry: (Fae COCs yee 4, tb, 179,946 {49 1421-. ae iGo 
Merch wi 2967 e6e- 95 fuyeeL oot 159,097 ok LO 2.00 
July to : : : : 
November: £00), tows, LO a 
December: : : : ; 
to Feb.: ; 740,720: Pe) : * 
- ¥Chenge ; : ~2lO.Or 20204: * 
: : : ; : : $ % 
March : : : sug sours 310 : . 
% Change: ; whee? 25.0 3 
ky 
ek Sa ae ge SS. 
Sales and Class I Prices compiled from reports of Market Administrator. C 
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Table 29. Sales and retail prices of fluid 
milk in the St. Louis Sales area. 


Year :Class I :Milk re- >ostimated:Estimated:Index :Retail :Class I 
and :sales sported as <total saverage :of av-:deliver-:;price 
month pact milk percent of Class (T .fdaily :erage :ed price :per cWt. 
: :estimated :sales ‘Class, buncdaLiy per Of Bebe 
: :total Class; :sales ;Class :quart :milk 
:I sales : : Se a ; st Ort 
: . : § ;sales : LCLGy 
> O00 Dos. : Pereent  ~: O00\Lbe.: O00 Lbs.) Pers. Cents :Dollars 
: : : 27 at > cent : : 
1934 ; : 4 : . ; : 
April > HG eeen se 99.8 Pp serierheie we 562 oe Bite Le draelegierey 
May 7 ES OOo L00,0 epee ee NER 584 ROG. te aia t 2 ee 
June Ly ee ae £00..0 iy eee is 598 eo LOG aes aoa < jae 
Jaly 6 ba eons 99.7 SR Ais eae 590 i On ee shal: 2) Meo 
August ese ia ee ens 99.8 eA Oe ek DGD ira Oss ce au oi eee 
Cor Gembper § L6,167) "2 99.7 7 LOVelG.-” ea : 982 Lt i toes 
October sG. O2a as 99.9 POET OR 2 049 : 99 : 11 $0 ewe 
November (eto; OrG «3 Siar ESIC De le 054 : OW Js eh $e 
December SS SVG Or ot 99.8 : 02 me Si) eee 


Le Go Le ts 510 
1935 ; i ; ‘ ; 


January we. 9O2 \ f 99.6 SO, OG sees aw lat) ; 94 Ad tee 
February pimeeee ds 99.5 SOR ES. Wee 028 : 8 (a Ae a Be 


March =a Shs Me As 99.9 + 16,800. 3 542 : oe): bi i Bape 
Average : ‘ : 5 oe anys eB nae : 
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Sales and Class I prices: Compiled from Reports of Market Administrator. 


Retail prices: Compiled from reports of the United States Department of 
Agriculture Market News Service. 
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